





(No. 97] READING POO 


SUBCOMMITTEE NO. 3 CONSIDERATION OF H. R. 12640, TO 
AUTHORIZE THE SECRETARY OF THE ARMY TO CONVEY 
TO THE CITY OF PHILADELPHIA, PA., CERTAIN PIERS AND 
OTHER FACILITIES OF THE UNITED STATES LOCATED IN 
SUCH CITY 

Housr or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuscoMMiTrerE No. 3, 
Washington, D. C., Tuesday, August 5, 1958. 
The subcommittee met at 10 a. m., room 313—A, Old House Office 
Building, Hon. Carl T. Durham (chairman) presiding. 
Mr. Durnwam. The committee will come to order. 
This meeting today is called for a hearing on H. R. 12640 introduced 


by our colleague, Mr. Barrett. 
(The bill referred to follows:) 


[H. R. 12640, 85th Cong., 2d sess.] 


A BILL To authorize the Secretary of the Army to convey to the city of Philadelphia, Pennsylvania, 
certain piers and other facilities of the United States located in such city 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Army is directed to 

convey by quitclaim deed to the city of Philadelphia, Pennsylvania, the facilities 
of the United States in Philadelphia known as the Philadelphia Army Supply 
Base situated at the foot of Oregon Avenue and including Delaware piers 96, 98, 
and 100 south, the upland between the bulkhead line of said piers and the reserva- 
tion fences on the easterly side of Delaware Avenue, and the plot on the westerly 
side of Delaware Avenue containing approximately twenty-five acres of land 
known as the lumber storage and concentration yard together with all improve- 
ments located on this property. 

Sec. 2. Such conveyance shall take place within one year of the date of approval 
of this Act and shall be made upon the condition that the deed executed by the 
Secretary of the Army include provisions: 

(a) Requiring that until December 31, 1985, the facility be used for marine 
terminal purposes and for other services incidental thereto; 

(b) Requiring that the city of Philadelphia invest at least $2,500,000 by 
December 31, 1965, in the deferred maintenance and improvements necessary 
for the facility (in addition to normal repair and maintenance) and assure its 
preservation in condition satisfactory for marine terminal operations until Decem- 
ber 31, 1985 (except in the event of major casualties) ; and 

(c) Requiring that the city of Philadelphia lease the facility to the United 
States in the event of war or other national emergency declared by the Congress 
on fair and reasonable terms in relation to the city’s investment and that, in such 
event, the city give the United States immediate possession subject only to valid 
leases or other agreements covering use and occupancy of the facility. 

Sec. 3. Based on the present fair market value of the facility in terms of its 
earnings and operating costs, and taking into account the restriction on its use 
and the commitment for its extensive rehabilitation and improvement and preser- 
vation in condition for immediate and effective defense utilization as set forth 
above, such conveyance shall be made for the sum of $500,000—to be paid by the 
city of Philadelphia to the United States in ten annual installments of $50,000. 


Mr. Duruam. I believe that our first witness this morning is the 
mayor of Philadelphia. 
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Mr. Mayor, will you come around? 

We are very glad to have you with us here this morning. 

Mr. Ditworru. Thank you very much, sir. We appreciate this 
opportunity very much. 

Mr. Duruam. We are honored to have you here this morning. 

Mr. Green. Mr. Chairman, I would like to present to the members 
of the committee our distinguished mayor of Philadelphia, Mr. Dil- 
worth. 

We are very happy to have him here and this is a very important 
matter that we are all vitally interested in. It is important to the 
city of Philadelphia and to the whole eastern area. 

I think it would be nice if we had former Congressman Bradley sit 
with him. 

Mr. Duruam. Congressman Bradley, we are happy to have you 
here with us after so many years of absence. 

Mr. Byrne. I would like to say in behalf of Mr. Bradley that he 
represented the district I now represent and he was the Congressman 
for the Third District of Pennsylvania for 10 years. He was also the 
collector of the port. He is now a member of the Philadelphia Port 
Authority and he is one fellow who knows what he is talking about 
when it comes to piers or rivers. 

He was also a member of this committee for many years. 

Mr. Duruam. Congressman Bradley and I came here together, as 
I recall. 

Mr. Price. Mr. Chairman, may I join in the welcome for the 
mayor. I would like to say that I certainly had the privilege of being 
well acquainted with Mr. Bradley on the old Military Services and 
Affairs Committee and I am also happy to see him here this morning. 

Mr. CunnineHam. Mr. Chairman, as the only member of this 
committee west of the Mississippi River and the only one really 
born in Pennsylvania and raised there—and the best part of the State, 
the western part—lI also welcome you. 

Mr. Ditwortnu. Thank you. 

Mr. Duruam. Now we will proceed. 

If you have a prepared statement you can proceed with it. 


STATEMENT OF MAYOR RICHARDSON DILWORTH OF PHILA- 
DELPHIA, ACCOMPANIED BY FORMER CONGRESSMAN BRADLEY 
OF PENNSYLVANIA AND PETER SCHAUFFLER, DEPUTY DIREC- 
TOR OF COMMERCE FOR ADMINISTRATION 


Mr. Dirwortu. Thank you very much, sir. 
I will be fairly brief because we have gentlemen here who are 
really expert in the field. 

However, I would like for a moment to lay the background, if I may. 

While I know that you gentlemen are generally familiar with this 
situation, I think it is well to lay it out, if I may take a minute to do 
that. 

This is something that affects not only the city of Philadelphia, 
the port of Philadelphia, but it affects the whole Delaware Valley, 
that very enormous industrial area. It is a matter in which everybody 
is united. 

There is here today a representative of our port authority, a repre- 
sentative of the Philadelphia Chamber of Commerce, the Chamber 
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of Commerce of Greater Philadelphia, because they feel that this is 
a sound business proposition as well as a desirable civic proposition; 

We also have a representative of the Delaware Valley Council and 
of every other group that is interested both in the development of the 
Delaware Valley and of the ports. 

I used the word “‘ports” in the plural because these three piers that 
are in question were first started in 1918 and completed in 1921. 
Today they handle 41 percent of the cargo business that is general 
cargo business of the port of Philadelphia, so they are a vital thing to 
the port of Philadelphia. 

As you gentlemen know, today the port of Philadelphia has the 
second largest imports of any port in the country and it is a port 
which is gradually being built up. 

Why are they so important to us? 

As | say, first because they handle 40 percent of that volume; 
second, they have been allowed, unfortunately, to deteriorate. 

The Department of Defense has gotten good net revenue out of 
these piers over the years and in recent years, and it is certainly no 
criticism of the Department—I think it was sound from that point of 
view—to say that it has done nothing on the maintenance end of these 
piers. The piers at the present time need, we believe, a minimum of 
$2.5 million worth of work to make them really effective, good piers. 
| think the estimate of the Defense Department is about $1,775,000 
for the work needed. We think they are very low. If that was ever 
a matter at issue, we think we could establish beyond a doubt that 
to make these piers effective piers, as they should be in a great port, 
that at least $2.5 million worth of work should be put into them. 

I think there has been a sort of attitude on the part of the Defense 
Department that these are just a commercial link, a piece of real 
estate in the center of a city, and that the Government should sell it 
for whatever price it can get for a fair commercial value. 

I think that Mr. Schad, who is one of the greatest maritime experts 
in the United States and, as you know, the executive vice president of 
the Atlantic Refining Co., will point out that that argument does not 
stand up. Piers generally are not of this type of sound commercial 
venture or the kind of commercial venture that the ordinary private 
corporation will get into. These are really a municipal asset and an 
asset vital, not merely to the city, but to the whole area that comprises 
the city. You cannot say that there is any particular commercial 
fair market value to them because it is not that sort of a setup, particu- 
larly in view of the fact that as recently as 6 months ago, the De- 
partment of Defense in a very well considered report said that these 
piers had to be kept available for the defense effort. 

It is almost certain that if what the Army suggests were carried out, 
these piers would probably fall into the hands of a warehouse opera- 
tion with a great penalty on the port of Philadelphia. 

There seems to be a sort of an attitude on the part of the Army De- 
partment, at least, that we are looking for a handout. ‘That is cer- 
tainly not the case. In the last 6 years in the city of Philadelphia, the 
city itself has really gone all out with its own funds with a very mini- 
mum of help from the State and from the Federal Government to 
redevelop its port. 

Let me give you an example that fits into this whole picture. A lot 
of the railroad piers had gotten into bad shape and we negotiated with 
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them. The Reading Railroad wanted a half a million dollars for a 
eouple of decrepit piers, but finally realizing what these piers, and the 
cleaning up of that port, meant to the port itself and to the whole 
community and to the whole area, we have just completed the pur- 
chase of those piers for $30,000. We are in the process of rehabilitat- 
ing and making completely modern 2 very important piers, Nos. 38 
and 40. We are also in the process, with the aid of the State—al- 
though we are putting up two-thirds and the State one-third—setting 
up two of the most modern piers that any port in the country will 
have. We are cleaning up the whole port area and cleaning up the 
railroad-built line that serves these piers. 

We have widened and completely resurfaced Delaware Avenue at a 
cost of several millions of dollars. We, as a community, have made 
an absolutely all-out effort to do something that is not merely for the 
benefit of our city and the whole area, but which we think is of great 
benefit to the United States as a whole and to the United States in 
case of an emergency, because both in the Second World War and in 
the Korean situation, the port of Philadelphia was one of the most 
active ports in the whole defense effort. 

That is the general background, sir, but in addition to that the 
city, through the years, despite the fact that these piers have been 
leased to a private corporation for many years, has never attempted 
to impose a real-estate tax on these piers although we could have 
done it under the law. We felt that these piers were an asset of the 
port and of the area and we wanted to encourage their development 
and their improvement. Therefore, we have never levied a real- 
estate tax and we have actually foregone, we estimate, about $250,000 
a year over a period of 30 years. 

In addition to that, of course, the Department of Defense has 
netted an excellent revenue out of these piers. The initial expense 
and the initial cost of these piers was about $13.5 million and the 
Government has gotten all of that money back, net, plus interest 

over the years. 

In recent years, it has completely neglected—that is no criticism 
of the Department of Defense and I think their policy was perfectly 
sound—but we have here photographs that I think will be of real 
interest to the committee to show in what shape these piers are and 
how much work will have to be done on those piers to put them. in 
condition. In other words, and I will end with this because the 
details can much better be given to you by other witnesses, the city 
has made an all-out effort in the last 6 years to make Philadelphia 
the really great port it has every right to be. We have spent to the 
very limit of our resources and we will continue to do so. We are 
willing to pay to the Government a half a million dollars in cash, 
commit ourselves to making a minimum of $2.5 million in improve- 
ments, so as to make these the topnotch piers they should be, and 
commit ourselves to make these piers immediately available and to 
have them in such shape that they will be immediately available for 
any defense effort for which they are necessary. 

We think that with the Federal Government spending the amount 
of money that it does in dredging the harbor, the channel, and realiz- 
ing the importance of this whole port and to try and throw the burden 
on us—a burden that we cannot pick up and which might result. in 
these very valuable piers which handle 40 percent of our cargo busi- 
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ness becoming warehouses—that it is a situation 'where the War 
Department is being extremely shortsighted in this situation. The 
proposition of the War Department is that we pay $4.5 million. The 
terms are not specified but they are to be worked out and then on 
top of that, for these piers to have any use to us, we would have to 
spend another $2.5 million—or a grand total of $7 million. 

With the strain on our resources of the maximum effort that we are 
making and what the recession has done to the revenues of every big 
city, we are just not in a position to pick up that kind of a bill. We 
think we should have at least consideration comparable to the other 
great ports on the east coast and which they have all received within 
the last few years. 

For example, the proposition in Boston where the piers were virtu- 
ally given to the city and the proposition at Newark, another great 
eastern port. 

That is the overall situation and, as I say, we tremendously appre- 
ciate your being willing to hear us here this morning. ‘The reason we 
are out in such numbers is that this is one thing that everybody in 
the Delaware Valley is agreed on, even the most conservative busi- 
ness interests, including our two very conservative newspapers. 

The Government, in the shape of the War Department, is being 
penny wise and pound foolish. 

Thank you, sir. 

Mr. Durnam. Thank you very much, Mr. Dilworth. 

Your statement will be included in the record at this point, along 
with the statement you have just presented. 

(The statement of Mayor Dilworth follows:) 


STATEMENT BY Mayor RICHARDSON DILWORTH OF PHILADELPHIA ON SALE OF 
PHILADELPHIA ARMY Base PIERS 


The bill before your committee is designed to resolve the future of the Phila- 
delphia Army Base—Delaware piers 96 through 100 south at the foot of Oregon 
Avenue. 

Your committee is thoroughly familiar with the extended history of attempts 
to settle the use of these piers. The issue is of tremendous importance to Phila- 
delphia because these piers constitute the largest marine terminal in the port— 
presently handling approximately 40 percent of our highly lucrative general 
cargo and providing berthing capacity not obtainable anywhere else in the Dela- 
ware River. 

The defense potential of this facility was clearly indicated in the Second World 
War and the Korean emergency. Although it continued in private operation 
during these crises, it was used essentially for military cargo; and Philadelphia’s 
vital role in defense cargo movement could not have been achieved without it. 

In 1954, the Army proposed a long-term lease to the present private operator 
(Philadelphia Piers, Inc.), with a portion of the Government’s rentals applied 
to the substantial rehabilitation necessary for the piers. This proposal was 
objected to by the Budget Bureau; and the Army thereupon proposed that the 
piers be reported to the General Services Administration for disposal. Phila- 
delphia port groups were unanimously opposed to this plan of action—because it 
provided no assurance that these piers would be continued in long-term use as a 
vitally necessary marine terminal. 

In 1957, Congressman Barrett and Senator Clark introduced legislation pro- 
posing a long-term lease by the Federal Government to the city of Philadelphia 
with adequate provision for rehabilitation of the piers following a pattern used for 
a similar Army base pier in Boston. The Army report on this legislation empha- 
sized the importance to the Government of preserving the piers in fully effective 
condition for defense use in future vears. The report recommended, however, 
that this objective be achieved by a sale to the city of Philadelphia rather than by 
alease. The language of that report is highly pertinent here: 
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“A review of port facilities on the east coast indicates that the former Phila- 
delphia Army supply base will be necessary as a cargo and personnel terminal in 
the event of future war or national emergency * * *. 

“In addition to its residual requirements for use in a war or national emergency, 
the Department of the Army, because of its investment in the improvement of 
the channel in the Delaware River, has more than a passing interest in the preser- 

vation of these facilities for use as a marine terminal * * *. 

“Tn the circumstances the Department of the Army is vitally concerned that the 
property involved be preserved as a waterfront facility primarily devoted to 
water shipments. In order to assure that the facilities under private ownership 
will be available if required in the event of a future emergency, it is deemed 
necessary at this time to impose restrictions on the future use of the property. 
This will assure, on the one hand, that the public interest generally will be served 
through maximum utilization of the channel in the Delaware River, while at the 
same time preserving the facilities without major changes that may be incom- 
patible with the needs of the Army in an emergency. The threat that has arisen, 
of possible diversion of the facilities to other uses, makes secondary the possible 
monetary loss to the United States through a conveyance subject to a use restricted 
to a marine terminal.” 

The report suggested, for the committee’s consideration, the legislative pattern 
used for similar defense facilities in other United States ports; and it listed as an 
example the act which authorized the sale of the Newark Army base to the city 
of Newark. 

Accordingly, Congressmen Barrett and Scott and Senators Clark and Martin 
introduced legislation following the recommended Newark precedent in fixing a 
sales price which recognized the accumulated deterioration of the facilitv and 
placed upon the purchaser the responsibility for rehabilitating it and preserving 
it in fully effective use for marine terminal purposes immediately available to 
the Federal Government when needed in a defense emergency. 

The Army is apparently uncertain of its policy on these piers; and it has just 
submitted a new report setting aside the Newark precedent which it recommended 
6 months ago. This report proposes instead an unrestricted conveyance at a 
hypothetical maximum sales price without regard for the Army’s possible defense 
cargo facility requirements in Philadelphia in any immediate or distant national 
defense emergency. This report disavows any Federal responsibility for the 
broadly public objective of keeping this facility in effective operation as the 
most important marine terminal in the Delaware River 

On the matter of finances; a careful survey by the city indicates that a minimum 
of $2,500,000 is necessary to restore these piers to effective operating shape. This 
figure clearly indicates that adequate maintenance has been deferred over the 
past several years producing steady and rapid deterioration in the condition of 
the piers. I have here several pictures which show portions of this deterioration. 

The city is shaping its capital program for the next few years so as to accomplish 
the essential rehabilitation of this facility as rapidly as possible without disrupting 
cargo movement across the piers. We are optimistically assuming that this 
rehabilitation, plus some improvement in shipping movements after the present 
recession, will result in a net return to the pier owner of approximately $200,000 
a year. This compares with $300,000 a year in recent good years with a com- 
pletely inadequate allowance for maintenance and with deferred maintenance 
accumulating at something over $100,000 a year. The Philadelphia taxpayers, 
incidentally, have been making a contribution of over $300,000 per year to the 
Army’s revenue from these piers by exempting them (although their use has been 
predominantly commercial) from local real-estate taxes. This local contribution 
has totaled something over $10 million since the piers were constructed. 

Capitalizing the $200,000 future annual revenue figure at a conservative 6.7 
percent, the city has calculated that a total investment of $3 million would be 
warranted. With the present deterioration, however, $2,500, xr of this must of 
necessity be applied to deferred maintenance in order to realize the projected 
revenue. 

Without the deferred maintenance, and with a radically increasing current 
maintenance bill for day-to-day patchwork simply to keep the piers operable, the 
net revenue to the owner is minimal. This drastic reduction in earnings is con- 
firmed by the fact that the Army anticipates a net return of only about $18,000 
for the current year. 

When the Army describes these piers as a “sound commercial investment,”’ it 
assumes that this rehabilitation has been accomplished. But to the city, as a 
prospe ctive ow ner, the investment must include not only the purchase price paid 
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to the Army but the cost of the rehabilitation necessary to make the piers a sound 
marine facility. 

The Army has, for understandable reasons, administered these piers so as to 
achieve the maximum current revenues from their operation. Recognizing their 
importance in the three-State economy of the Delaware Valley and in future 
defense cargo operations through the port of Philadelphia, however, the Federal 
Government cannot in good conscience expect the taxpayers of Philadelphia to 
pay for these years of neglected maintenance. 

With substantial revenues since 1921, and with the benefit of local tax exemp- 
tion, the Federal Government has long since recovered its original investment in 
these piers. It must now recognize their central role in Delaware River port 
operations and not place on the city government the entire responsibility for 
restoring the piers to a condition in which they can effectively and continuously 
discharge this central role. 

Philadelphia is not asking for a giveaway in this legislation. We are only 
asking that the same concern for future military need and for the port’s economy 
be shown to Philadelphia in 1958 that was shown to Boston in 1954 and to 
Newark in 1956; two closely related situations. We are anxious that your com- 
mittee consider the broad public-interest aspect of this facility, as acknowledged 
by the Army 6 months ago, rather than the shortsighted goal of a maximum 
sales price without regard for future use. 

Mr. Durnam. Any questions? 

Mr. Green. Mr. Chairman, I have a question but first I want to 
congratulate Mr. Dilworth on his excellent presentation of the problem 
that we have and I want to compliment him again on the excellent 
job that he has been doing in Philadelphia in connection with the 
port and in really making great strides. It is largely due to his talent. 

Mr. Ditwortn. Thank vou, sir. 

Mr. Byrne. I would also like to compliment the mayor on his very 
fine statement. I might add that this project affects not only 
Philadelphia but the whole Delaware Valley; New Jersey, Philadelphia, 
and Delaware. It would be a shot in the arm to help the unemploy- 
ment situation that now exists there. 

Mr. Lanxrorp. That will affect the port of Baltimore, too. 

Mr. Green. This will not only affect the city of Philadelphia but 
it is in the interests of national defense. ‘Those piers will be kept in 
a standby condition and if we ever got into an all-out war, which I 
hope we do not, we would need them. 

Mr. O’Konskt. Does the Army have any use for these piers? 

Mr. Ditwortn. They have changed their position in the past 6 
months. In the report they handed down a little over 6 months ago 
they said it was vital to the defense effort that these piers be kept not 
merely as piers but be kept as modern piers immediately available in 
the event of a case of emergency. In both World War II and in the 
Korean crisis, these piers were used to their maximum capacity com- 
pletely for the war and defense effort. There is an enormous volume 
of defense shipments that goes out of the port of Philadelphia. 

Mr. O’Konskr. There would be nothing to prevent, in case of war, 
our requisitioning the use of these piers? 

Mr. Ditwortn. No, sir; but if these piers were sold simply at a 
figure of $4.5 million, we cannot pick them up at that figure. 

Mr. O’Konsktr. If the property were transferred to the city of 
Philadelphia, very likely those piers would be kept in better shape 
than they would be if the Army kept them? 

Mr. Ditworrn. Yes, sir. We are committed to spending $2.5 
million on them and would make a part of our contract-——— 

Mr. Green. Would there be an agreement that the city would 
turn them over to the Department of Defense in case of war? 
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Mr. Price. Mr. Mayor, do you have any idea what brought about 
the change in the position of the Army in the 6 months’ period! ? 

Mr. Dinworru. No, sir. The Departments go through very radi- 
cal changes of position from time to time and right now their position 
seems to be that every asset that they do not use should be sold at 
the top market value. That might be true of the ordinary and 
average piece of real estate, and a good policy at this time, but as Mr. 
Schad will, I think, convince everybody, piers of this kind do not have 
any so-called market value and they do not come within that category. 
This is as much of an asset, and as essential as asset to the community 
and port, and to the whole industrial and defense effort as an arsenal 
or quartermaster corps, probably much more vital. 

Mr. Price. This figure of $4.5 million that you have mentioned 
has been placed on it as the fair market value of this property? 

Mr. Ditworru. That is the figure that they say would be a fair 
market value at this time. 

Mr. Price. Do you know how they made that determination? Do 
you know what action they took or what course they took in setting 
that figure? 

Mr. Dinworru. No, I do not, Mr. Price. The Army report just 
very recently came down, within the past week or 10 days. 

Mr. Price. Do you know what system of appraisal they used? 

Mr. Ditwortu. I do not think it is clear from the report, and I 
read the report, as to how they arrived at that figure. 

Mr. Krrcui1n. Would the gentleman yield? 

Mr. Price. Yes. 

Mr. Kircurn. It seems like the difference in this case is probably 
based upon the Army’s appraised value and the amount that the city 
is willing to pay for it. 

You say there is no way to place a fair market value on an asset of 
this nature. 

Could you, for the benefit of the committee, tell us in your opinion 
what is a fair value for it, not taking into consideration the com- 
munity need and the facility that would serve a community purpose? 

Is there a material value that you could place on it in your own 
estimate? 

Mr. Ditwortu. We, of course, arrived at what we thought was a 
sound figure on a sound formula. That figure of $3 million includes 
$2.5 million worth of rehabilitation work that we will do. 

If you gentlemen will look at those photographs, I think that they 
will give you a pretty good idea of how much work will have to be 
done to make those piers into modern, effective useful piers. 

Mr. Green. Mr. Mayor, what you have to take into consideration 
here is the fact that the piers are vitally necessary to the life of cargo 
in Philadelphia. If somebody came along and purchased the piers for, 

rimarily, warehouses, they would probably give more money for them, 

but it would take them completely out of use for the city of Philadel- 
phia and would injure the whole Delaware Valley and the port of 
Philadelphia. 

Mr. Ditwortn. We are convinced that the only group that would 
consider paying anything like $4.5 million for these piers—if they 
were to be operable they would have to have another $2.5 million 
spent on them—would be some warehouse outfit which would then 
take these piers out of operation. 
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Mr. Durnam. Has the Department of the Army been submitting 
any figures on the upkeep in recent years? 

Mr. Ditwortu. Not in recent years. 

Mr. Duruam. I assume that they would let them sit there and rot? 

Mr. Green. Mr. Chairman, I would like to put in the record an 
extract from the Barrett-Clark report which reads as follows 

* * * A review of the port facilities on the east coast indicates that the former 
Philadelphia Army Supply Base will be necessary as a eargo and personnel 
terminal in the event of future war or national emergency. In addition the 
Department of the Army, because of its investment in the improvement of the 
channel in the Delaware River, has more than a passing interest in the preserva- 
tion of these facilities for use as a marine terminal. In order to assure that the 
facilities under private ownership will be available if required in the event of a 
future emergency, it is deemed necessary at this time to impose restrictions on 
the future use of the property * * *. The threat that has arisen of possible 
diversion of the facilities to other uses makes secondary the possible monetary 
loss to the United States through a conveyance subject to a use restricted to a 
marine terminal. 

Mr. Durnam. That will be made a part of the record. 

Mr. Price. Does the Army have any other facilities in that area? 

Mr. Ditworrn. In the way of piers? 

Mr. Price. Yes. 

Mr. Ditwortu. No, sir. 

Mr. Green. When did we buy these? 

Mr. Duruam. I was stationed there and I remember they supplied 
ships from those piers. 

Did we not acquire it from the city of Philadelphia? From whom 
did we acquire it? 

Mr. Ditwortu. That, [ am ashamed to say, I do not know. 

Mr. Green. This facility was constructed on an emergency basis 
by the War Department in 1918 at a cost of approximately $13.5 
million and, from 1921 onward, has been leased by the Government to 
a private firm for the operation of a public terminal. During World 
War II, the Army had exclusive use of the facilities, although it 
remained under the management of a private corporation. After 
the war, that was resumed. The Army’s present lease expires July 1, 
L958. 

Mr. Ditworrn. There has been a 1-year extension, maybe not a 
full year, but I think the lease expires May 1, 1959. 

Mr. Durnam. According to this report here, they have been spend- 
ing some money in upkeep and repairs. 

Mr. Dinwortnu. That is just for current maintenance, sir, what we 
would call patchwork. 

Mr. Duruam. According to their statement here, and I will read a 
paragraph of the report: 

* * * In order to preserve facilities and to protect the Government’s substantial 
investment, arrangements were made from time to time for the lessees to perform 
additional maintenance and repairs. During the period July 1, 1954, to April 30, 
1958, gross rentals amounted to $1,817,642.18, and from which was deducted 
$661,921.27 for added maintenance, resulting in $1,155,720.91 being deposited 
in ‘‘Miscellaneous receipts.” 

That lease was terminated by the lease effective April 30, 1958, and in the 
interim a l-year lease was entered into by the Department of the Army with the 
same lessee. 

Who are they? Who are they leasing it to at the present time? 

Mr. Ditworru. Philadelphia Piers are the lessees, and they have 
operated them to date as bona fide piers. Our estimate is that it 
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costs them $200,000 a year now just to keep the piers in operation. 
The fundamental maintenance and necessity for improvements have 
gone down to a state where it is costing them about $200,000 a vear 
just to keep them operable. 

I think, if you will look at those photographs, you will see what has 
actually happened to the basic structures and the basic needs of 
those piers. 

Mr. Durnam. What I am getting at is whether or not we are losing 
money by the operation of this, or whether we are making some money 
at the present time. 

Mr, Ditworrnu. Right now it is very hard for the Government. to 
make any money, because the piers are in such bad shape that their 
maintenance costs are so high. I think they will only net $18,000 
this year. 

Mr. Duruam. Your estimate to put them into good shape is $2.5 
million, I believe? 

Mr. Ditwortu. Yes, sir. Their estimate is $1,775,000. We think 
they are really very low, and we could demonstrate that. 

Mr. Durmam. In other words, we are going to have to spend at 
least that amount shortly if we continue to even make what little use 
we are making out of this? 

Mr. Ditworrtn. Yes, sir. That is why the only person, or private 
operator, in our opinion, who will be interested in buying these piers 
will be a warehouse outfit. 

Mr. Duruam. Here is a statement that there is also a lease to the 
operator of a cafeteria on the premises involved and rental under the 
lease is based upon 5 percent of the gross revenue, producing $28,209.02 
for the Treasury of the United States for the 46-month period, Ist of 
July 1954 to April 30, 1958. 

Mr. Ditworru. Longshoremen heve big appetites. 

Mr. Durram. That seems to be the best thing going. 

Mr. Cunnineuam. Mr. Chairman, I would like to ask a couple of 
questions. 

This pier organization authority; is that an arm of the government 
of Philadelphia? 

Mr. Ditworrtn. No, sir. 

Mr. CunninGHAM. Who owns the piers? ‘Tell us about it. 

Mr. Ditwortu. It is a consolidation of the shipping interests of 
Philadelphia. 

Mr. CunninGuam. It is a private corporation? 

Mr. ae worTH. Yes, sir. 

Mr. CunninGuam. Is the stock held by the public or privately 
held? 

Mr. Ditwortu. No, sir. 

Mr. Cunnineuam. A few families? 

Mr. Ditworrtu. It is a group of shipping and warehousing interest ; 
in the city of Philadelphia. 

Mr. Cunnincuam. Is it a subsidiary of other corporations? 

Mr. Ditwortu. No, sir. 

Mr. Cunnineuam. Who is the principal stockholder; do you know, 
specifically? 

Mr. Ditwortu. Specifically, I do not, but it is a bona fide opera- 
tion. In other words, a group of big warehouse and shipping interests 
got together. 
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Mr. Cunnincuam. What is its exact title? 

Mr. Dirwortn. Philadelphia Piers, Inc. 

Mr. CunnINGHAM. P-i-e-r-s? 

Mr. Ditwortn. Yes, sir. 

Mr. Cunnineuam. How long has Philadelphia Piers, Inc., been 
the lessee? 

Mr. Ditworrn. From 1921 to 1954. 

Mr. Cunnineuam. The Government did not take it over in World 
War II or the Korean war? 

Mr. Ditwortn. It was used almost exclusively for defense, but 
operated by Philadelphia Piers. 

Mr. Cunninouam. It will take $1% million, according to the Army 
estimate, to repair; and your estimate is $2.5 million? 

Mr. Ditwortn. Yes, sir. 

Mr. Cunnrneuam. Also, your testimony is that the rental at the 
present time is about $1% million per year? 

Mr. Ditwortn. The War Department this year will only net about 
$18,000. 

Mr. CunNINGHAM. I am not talking about net, but gross. My 
point is that, if the Government spends 1 year’s rental to repair it, 
then their net would be greatly increased, would it not? 

Mr. Ditworrn. We figure that, if these piers were completely 
modernized with the $2.5 million expenditure, the city could net, after 
all legitimate expenses, not in excess of $200,000 a year. 

Mr. CunNiNGHAM. You mean to say it costs that much to operate 
that? 

Mr. Ditwortn. Yes, sir. 

Mr. Cunninauam. Then it would take about 8 years of net rental 
to pay for putting it in first-class shape? 

Mr. Di.wortn. We figure it would take-—— 

Mr. Cunninauam. That would be about 12.5 percent? 

Mr. Ditwortn. We figure it would take 12 years. 

Mr. Cunnineuam. I wanted to get the record straight on that. 
That is all. 

Mr. Price. Mr. Mayor, would you explain the tax situation? 

Mr. Ditworrn. Under the decisions of the courts—you know, our 
Pennsylvania courts have very tricky tax laws—this having been 
operated by a private corporation on a lease, | do not think there is 
any doubt we could have taxed it. Lots of times, when the city was 
desperate for revenue, it was suggested that we put a tax on these 
particular piers, but every administration, whether Republican or 
Democrat, I think, has taken the broad and long- term view that these 
are too important an asset to our port and to the city, and to the whole 
community, for the city to tax them. 

Mr. CunnineHaMm. Do you grant that privilege to other corpora- 
tions, nontaxable, in the borough limits of Philadelphia? 

Mr. Ditworrn. No. 

Mr. CuNNINGHAM. You stated that this is a private corporation 
that owns them. Do you allow other corporations tax-free property? 

Mr. Price. Do they not own the pier? 

Mr. Di.wortn. He could not tax any pier. 

Mr. Price. You could not tax them if the title were in the Federal 
Government. You could not tax them if you wanted to 

Mr. DitwortH. What I mean to say is that we have never taxed 
privately operated piers that legitimately aided the business of the 
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port of Philadelphia. We never attempted to tax Government piers 
even though they were leased to private corporations. The reason we 
have not, although legally we could, is we felt that this was such an 
asset to our city and to the port and to the area that it would, again, 
be pennywise and pound foolish to slap real estate taxes on the 
operators of piers being operated as piers for the benefit of the port of 
Philadelphia. 

We have never attempted to tax them. 

Mr. CunnineHAm. You could not tax them any more than the 
Federal Government. The Philadelphia Piers has not vested title 
in fee in this property but it is real property, is it not? You could 
not tax the Federal Government or the Army. 

I wonder why that question is in this hearing at all. 

What is the advantage of it, because you have nothing to tax 
anyway? 

Mr. Ditwortu. Mr. Bradley, who is now a member of the Board 
of Revision of Taxes, which assesses all real estate taxes, I think can 
convince you in a very few minutes that we would have had the legal 
right to tax this whole operation and probably at a return of not less 
than $250,000 a year. 

Mr. CunnineGHam. Do you tax any property owned by the Federal 
Government within the limits of Philadelphia? 

Mr. Ditworrtn. Not any property. 

Mr. Cunnincuam. Not any property. 

Mr. Dirwortn. Mr. Bradley will give you all of the details on 
that. 

Mr. CunninGHAM. That is all. 

Mr. Bennett. We have had some comparable legislation in some 
things like camps that have been turned over to the State for National 
Guard purposes. There is one in the district that I represent. The 
camp would probably be worth $4 million or $5 million. That is a 
guess, but in that legislation, anyway, we put provisions in that it 
would be held for defense purposes indefinitely and title would revert 
back to the Federal Government. 

I have no great objection to this type of legislation which we have 
before us today but I do feel that we ought to be consistent. 

I do not think just because it happens to be in Pennsylvania or 
Texas that we should have a different formula. It seems to me that 
since the general formula has been that when the defense purpose was 
temporarily shifted to the State or some local governmental agency, 
that there would be a reverter back to the Federal Government if this 
standby value were eliminated. 

Therefore, | would be much happier about this legislation if line 16, 
page 2, did not have a terminal date of only 1985 when legislation in 
my district is required to be indefinite and reversion in title would 
occur if this defense value were no longer extant. 

Mr. Ditwortu. That certainly would be agreeable to us. 

Mr. Bennett. I would like to be consistent; I do not think there 
should be different rules for different sections of the country. 

Mr. Ditwortu. Yes, sir. 

I think the Congress and the Defense Department recognize this 
very principle, both in the problems that came up with their piers in 
Boston and in Newark. The Newark situation was only closed within 
the last 6 months and the Boston situation in 1954. 
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Now, as we see it, they are very definitely reversing their position 
on us and it seems to me, as I say, I do not know any city that has two 
more conservative newspapers than our morning and evening news- 
papers, and the business community, and the most conservative part 
feels that this is pennywise, pound-foolish policy because all it will 
mean is very little extra to the Federal Government and taking out of 
our whole area 40 percent of our cargo business and then involving 
$4.5 million, and another $2.5 million on top of that, we cannot 
possibly swing it. 

Mr. Bennett. Mr. Mayor, I think it does have great potential 
defense value, and I am very happy about that. However, I feel that 
if we can make this consistent with other legislation, it would be fine. 

On lines 23 and 24 of page 2, there are some provisions with which 
I find no analogies in the legislation to which I have just referred. 
In lines 23 and 24 you could lease these piers and make them unavail- 
able to the Federal Government except by preemption or eminent 
domain. ‘That is, of course, not true in the National Guard instance 
that I referred to. 

On the other hand, there are some instances of the National Guard 
camps where you do not have that. For instance, the Federal Gov- 
ernment does, from time to time, spend money with the State in de- 
veloping these National Guard camps. That would not be true in 
this instance. 

It is hard to make completely the same picture, but I did want to 
point out to you that there is the possibility that you might preclude 
the value to the Federal Government, except by eminent domain. 

Mr. Ditworru. Our intention is to make these piers immediately 
available to the Government, any time the Government wants them. 

Mr. Bennett. It would not be so, as long as you have lines 23 and 
24, because it could be eliminated by leases. 

Mr. Price. I think I could clarify that. This may be due to a 
loose drawing of the legislation. I think that what they meant there 
was that this might not make immediate possession possible because 
of the lease. I think we could clarify that. 

Mr. Krrcuin.- Would the gentleman yield? 

Mr. Bennett. I vield. 

Mr. Kircutn. I would like to get the answer to that and perhaps 
Mr. Kelleher could clear this up. 

Is there precedent, Mr. Kelleher, for conveyance or transfer of this 
nature and not have a reverter clause, but where title comes back to 
the Government and where there is a clause in the legislation that it 
shall be leased under agreement back to the Government in case of 
war or emergency? 

Mr. Ke_itener. There is every possible variation on that, Mr, 
Kitchin, 

There is one protective thing always with the Government and that 
is the right of eminent domain. 

Mr. Krircuin. I appreciate that. 

Mr. Ketiener. | have never seen any provision such as the one 
referred to by Mr. Bennett, subsection (c) for example, nothing like 
that. However, there is every possible variation of the right to use 
during a war national emergency or the like, to recapture title. 
Usually that is on the basis of not being used for the purpose for which 
it was conveyed and so forth. 
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I imagine that you can find every variation. 

Mr. Krrcutn. I would like to ask one more question, if you can 
answer it. 

During the emergency of World War II and the Korean conflict, 
when the Government actually went back into the actual use of these 
piers, do you know, or do you have any information available whether 
or not the Government was actually paying dockage and such fees 
that went to this private corporation, or whether the *y were utilizing 
the piers for free? 

Mr. Ditwortu. They were paying the Philadelphia Piers, I am 
sure they were. 

Mr. Kircuin. During the Korean conflict, do you have any infor- 
mation as to what revenues the private corporation received from 
the Government from the operation of those piers during that era? 

Mr. Ditwortu. No, sir; I do not. 

Personally, I know that in the old days it was a fairly profitable 
operation and because the Government threw so much work in there, 
it was our general understanding —— 

Mr. Bennetr. Do you have some statements from people who 
could not attend that you would like to include in the record at this 
point? 

Mr. Ditwortn. Yes, sir. They are all here but we did not want to 
burden you with more pedple than necessary. 

So, I have submitted statements from the Chamber of Commerce 
of Greater Philadelphia and also the Delaware Valley Council and 
also the port authority. 

Mr. Lanxrorp. Mr. Mayor, you have referred to the figure of $3 
million and capitalizing the estimated net return of $200,000 at 6.7 
percent. 

Do you know how the Army comes up with the figure of $4,500,000? 
They are 50 percent off, or somebody is. 

Do you know how the Army arrived at that figure? 

Mr. Diwortn. We do not have any idea, sir, and I have just asked 
Mr. Schauffler here about that. He has been following this more 
closely than anybody else in the city government. 

I read the report carefully but that does not reveal how they ar- 
rived at that figure. It has just been pointed out to me that we do 
not know if they had any so-called appraisal made. 

As Mr. Schad can convince you, an appraisal would be virtually 
meaningless. It is not like a piece of center city real estate. 

Mr. Lanxrorp. I have just been informed that the Army has 
witnesses and they will testify to that. 

Mr. Bray. Is there any representative of Philadelphia Piers, Inc., 
here? 

Mr. Diwortu. No, sir; they are no longer interested except in their 
general interest in the port. 

Mr. Bray. Naturally their interest in the port is understandable, 
They would be somewhat interested in the pier, too? 

Mr. Diu.wortu. They do not have the money with which to do this. 

Mr. Duruam. I talked to Mr. Bradley about this. I thought he 
was going to speak to the piers. 

Mr. Di.worts. As to the tax angle. 

Mr. Braptey. And for the Pennsylvania Navigation Commission. 

Mr. Bray. I am not familiar with the ownership of the piers, 
whether they should be owned by the city or by private capital if 
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they are willing and able to give more for it, but what I was wondering 
about was this: I would like to know what they will use that pier 
for if they buy it. 

Mr. Diworrn. We have made a very careful survey and we have 
now a really excellent port promotion group that is headed up by the 
executive vice president of the Philadelphia National Bank. It is 
really a good group and they have made a really extensive search 
into this ‘thing. The group made up of Philadelphia Piers does not 
have $7 million to spend. 

Mr. Bray. I think they should be here. They are the users of this 
pier and it seems to me that we are here leaving out of the record a. 
very important part of this entire matter. 

Mr. Ditworrn. They actually gave up some years ago. 

In other words, they do not have any capital assets and this group 
of warehousemen and shippers and shipping interests in Philadelphia, 
they are not able to put up anything like this kind of money so they 
really dropped out of the picture. 

They are now interested through our port development committee 
on which nearly all of them have ‘representatives and which, as I say, 
is now headed up by the executive vice president and which handles 
all of the foreign business for all of Philadelphia National Bank. 
It is one of the groups that has really revived private business of the 
port and the private improvements around the port. 

Facilities around the port and shipping facilities, and warehouse 
facilities had gotten into somewhat bad shape. It is only in the last 
6 years that private money through the banks, the chamber of com- 
merce and other interests in the city have been able to help finance 
and persuade private shipping interests and terminal interests in the 
port to begin investing their own money again in greatly improving 
their facilities. 

Mr. Bray. The question I bring up—lI never heard of this case 
until I came into the committee hearing this morning, and I am not 
informed on it—what impresses me is that we have got to make clear 
in this record, before the committee approves it and certainly before 
the House approves it, and especially at this late date when we are 
looking at everything with a rather jaundiced eye, | was wondering 
why it did not come up earlier. We have to show that that is a reason- 
able price and as long as the Army, which I have just been informed 
casually, places a much higher value on it and in general if there is a 
buyer—I do not know whether there is or not—that ye ould give $2 
million more for this than the city of Philadelphia, I do not quite 
know what authority or right this committee has to make the dona- 
tion of $2 million to the city of Philadelphia, regardless of how much 
we might like the city of Philadelphia. 

I think we have to explore this matter. 

I guess the Army is here to testify later. 

Mr. Ditwortu. Mr. Bray, if there were any private operator in 
the Philadelphia area willing and able to pay $4.5 million and then 
put another $2.5 million into this, the city of Philadelphia would 
never have interested itself at all in this. 

We work very closely with our commercial interests, our port in- 
terests, and our bank interests. There is no conflict. 

In other words, the city has never tried to push private business 
out of the port operation. 
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Mr. Bray. That might be, but we have got to show something 
to justify that. 

Mr. Ditwortu. A very careful survey has been made and I think 
that Mr. Schad will convince you of that, that there is no private 
operator in a position to pay that kind of money and the most that 
you would hope for would be a net return of $200,000 which is no 
kind of a return on a $7 million investment. 

No private operator has come forward and the only possible interest 
that has been shown is a warehouse group that could convert this 
and the 25 acres which is on the other side of Delaware Avenue, the 
big avenue that serves the port, and simply convert it into a warehouse 
area which would be perfectly terrible as a blow to the port of Phila- 
delphia. It would take 40 percent of our cargo piers out of operation. 

Mr. Bray. I am sure that nobody in the committee wants to do 
anything that will take anything from Philadelphia, but you people 
already know that this committee has listened to this matter for 
about an hour already ane there will be discussion on it on the floor 
of the House. 

I just wanted to make that observation. 

Mr. O’Konsx1. Are the Boston and Newark deals of several years 
ago practically identical with what you people are asking for? 

Mr. Ditwortn. We originally asked for the Boston formula. That 
was put in in 1956 and then the Army Department finally came down 
with its report a little over 6 months ago in which it disapproved the 
Boston deal and said that in their opinion that bad been too generous, 
but it did not oppose the Newark deal. 

The present legislation is really based on the Newark proposition 
and, again, we think it would be very unfair to put us in a ern 
way below that of Boston and Newark and actually down in Charles- 
ton, some years ago——— 

Mr. O Konsxt. You are not asking for anything more than Newark 
got? 

Mr. DitwortH. That is right; not as much as Boston got and 
Charleston, S. C., got. Charleston, S. C., got the whole thing for 
free. 

Mr. Green. Mr. Mayor, what we are interested in is these par- 
ticular piers. We want to see that the piers are conserved as a marine 
terminal and so that somebody does not come along and make ware- 
houses out of them. We do not care what deal we make with the 
Government. We would be satisfied to lease the piers from the 
Government and to take care of the maintenance over the years. 

Mr. Bray. I do not think there is any disagreement about that. 
I would not want anybody to get these piers and not use them. 

I think we have got to establish that that is the best price that we 
can get for these piers and yet allow them to be used for the purpose as 
piers. That is the only thing I want to do. 

Mr. GREEN. Before you came in | read a statement which I will 
not bother to read again, but I would like to refer to a part of it: 

* * * The threat has arisen, of possible diversion of the facilities to other uses, 


making secondary the possible monetary loss to the United States through a 
conveyance subject to a use restricted to a marine terminal. 


Mr. Bray. I think it must be restricted. I agree with you on that. 
Mr. Price. Mr. Chairman, I would like to say this, as one member 
of the committee: This would appear to me to be a very good invest- 
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ment for the United States Government and particularly for the 
Defense Establishment because you have to take off the hands of the 
Government all housekeeping and repair and maintenance costs for 
the Government and still have ready in the event of an emergency 
three operating piers that we wi!l not have if we let this thing go with- 
out some attention now and revert to a mere warehousing facility. 
We will save the Government millions of dollars and at the same time 
not be faced with an acute emergency some day with the Department 
of the Army running in here in the event of another national emergency 
pleading for hundreds of millions of dollars to replace these piers. 

Mr. Duruam. If the gentleman would yield at that point, I believe 
that it was the exact formula used in the Boston case. 

Mr. O’Konsk1. Besides the fact that the Army admits it will cost 
$1,750,000 to put it into shape. 

Mr. Price. We know that in the event of an emergency—— 

Mr. Green. The first thing the Army will want is the piers at 
Philadelphia. 

Mr. Dirworrn. Mr. Bray is properly concerned in wanting to 
know if everything has been exhausted to get private interests to take 
these piers over at some price. 

Our port development committee formed a pool of banks to try 
to interest this same group to make a proposal to the Government. 
There were some negotiations but they pulled right out because they 
said that they could not, even with the promises of the banks, and the 
banks are tremendously interested in the development of the port and 
have been really wonderful and civic minded in the efforts they have 
made—— 

Mr. Duruam. These negotiations have been going on since 1954, 
have they not? 

Mr. Ditworra. Yes, sir. 

Mr. Duruam. As I recall, the same type of negotiations went on 
with Boston to try to get private enterprise to operate the piers, to 
go into business, and the same thing happened in Newark. 

The three largest ports on the eastern shore are involved. If we 
had not done something, we would have found ourselves in the same 
position we found ourselves in in the Second World War, when we 
had to renovate every port on the eastern shore. 

Mr. Ditworra. That is right. 

Mr. Durnam. It is one way or the other. 

Mr. Byrne. Mr. Chairman, I do not want to delay the hearing 
any further, but everyone who wanted to be heard was invited to be 
here, either physically or to present his statement. 

Mr. Bray. The different people interested in this were advised and 
they perhaps all knew about this hearing, but they are not going to 
come out and say that they did not have proper notice. 

Mr. Ditworrn. As I say, we have tried in every way possible to 
revive Philadelphia piers. 

Mr. Bray. And you levied taxes upon them? 

Mr. Ditworrn. That is right and we were able to get the banks to 
form a pool to offer them a long-term, low-interest loan, but the 
figures were such that they found the Army Department would want 
them to pay a certain amount and they just could not do it. 

Mr. Bray. This is just a suggestion, but maybe an amendment to 
this bill would help to justify the difference in price when the Army 
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said it was worth so much and then what you said you would pay; 
and, in the event of an emergency and in case the Army needs it, they 
could take it over. 

That is just a suggestion. I do not offer such an amendment, but 
one thing I am interested in here is that we are going to have to do 
some explaining on this matter. 

If we are not on sound ground, we will not be able to explain the 
difference between those prices—that is, the price we are selling it to 
you for and what the Army says it is worth. 

Mr. Ditworts. That is right. 

Mr. Bray. The Army has a clause in there to say that if they need 
it, they would take it anyway. That might justify the difference 
between this price and what you are paying, and what the Army says 
it is worth. 

Mr. Ditworts. Our intention 

Mr. Bray. That means you could place considerable value 

Mr. Dii-worrtu. Our intention is, sir, that the Department of 
Defense would have the right and privilege to take it any time it 
wanted. If it has not been clearly enough expressed, we would be 
glad to amend the language to make it clear. 

Mr. Bray. It might make it more palatable. 

Mr. Duruam. Are there further questions? 

Mr. Doyte. I assume your statement that you would be willing 
to have language in here showing the Army could take over any time 
it wished—would that apply to peacetime? 

Mr. Ditworts. I do not think we could resist if we wanted to. 
Our whole plea is along that line; that it is something the Government 
should be interested in, even as a peacetime port development, and, 
in return for their giving us a hand, we should make it available to the 
Department of Defense any time the Department of Defense wants it. 

Mr. Doyte. I assume, if the city had this turned over to it, that 
the city would want to lease all or part of the facilities to private 
parties for income purposes. 

Mr. Ditwortn. That is our intention. We would like to have it 
privately operated, but our leases could provide that they were 
subject to the Defense Department moving in any time. 

Mr. Doy.e. That broad provision you are approving would mate- 
rially lessen the amount of income the city would get, would it not, 
from a private lessee? 

Mr. Ditworts. I do not think so, sir, because I think the average 
private lessee would not move in capriciously or arbitrarily. It might 
make a 5-or 10-percent difference, but that is something we could live 
with. 

Mr. Doyte. I asked those questions deliberately to bring out the 
attitude of the city. 

Mr. Duruam. Are there further questions? 

Mr. Kitcutn. There has been a statement made by the mayor here 
that no group of private operators were either willing or able to pay 
this $7 million required. Does your survey reflect there is any private 
interest willing to pay some figure between your proposal and that of 
the Army? 

Mr. Ditwortn. No, sir. I can say it authoritatively for this 
reason. The port development committee, made up of every business 
interested in the port, plus the city departments, has worked on this 
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now for 4 years and has found no private group willing to come in. 
It has, for the past 2 months and at other periods, been on the front 
page of both of our papers almost every day, and has been extensively 
publicized, and publicized on radio and television, and our commenta- 
tors have commented on it and publicized it. Everybody interested 
in the port has known about this for the full 4-year period. 

Our port development committee, which represents every substan- 
tial business interest in the port, has been trying for 4 years to get 
some private interest to come in and be willing to operate these as 
cargo piers. The only business interests that have shown and interest 
at all in it have been terminal warehouse operators. 

Mr. Kircuin. I wanted to get the record straight that this com- 
mittee is not taking advantage of anyone; that notices have been very 
prevalent of the city of Philadelphia’s interest, and those who had an 
interest had notice and could have been here if they desired to do so. 

Mr. Ditworrtu. That is right, Mr. Kitchin. 

Mr. Durnam. Thank you very much. 

Mr. Ditworrn. Thank you, sir. 

Mr. Duruam. The next witness is Mr. Bradley. We are glad to 
have you back with us after some years of absence. 


STATEMENT OF MICHAEL J. BRADLEY, MEMBER, THE NAVIGATION 
COMMISSION OF THE STATE OF PENNSYLVANIA 


Mr. Braptey. It is a distinct pleasure for me to come down here 
and renew my associations with so many of my former cclleagues who 
have been in the House for many years and since my own retirement 
from Congress. 

Mr. Chairman and members of the committee, I am here this morn- 
ing as a member of the Navigation Commission of the State of Penn- 
sylvania. Ihave been on that commission for the last 5 years. Prior 
to that, 1 was collector of customs for 5 years. I have some knowledge 
of the matters which concern these piers. I would want to say that I 
serve on the navigation commission without any salary. I am not 
identified with any maritime interest. I am not employed by any of 
them. I have no financial interest whatever in any maritime enter- 
prise or any business of any kind in the city of Philadelphia. I serve 
on that committee at the request of former Mayor Clark, now Senator 
Clark, and our present Mayor Dilworth as a civic consideration and 
because, like all Philadelphians, I am interested in the development of 
our port and in our national situation as it affects the port. I think 
the most important thing to keep in mind with regard to this bill is 
that it is essential that this property in the future be maintained and 
utilized for the movement of maritime commerce, and that the piers 
be in continual operation in that capacity and available for immediate 
use in connection with any emergency with regard to our national 
defense. If these piers are allowed to pass into private control, there 
is a grave danger they may be converted to warehouse use. As the 
mayor has pointed out, their present condition is such that it will be 
necessary immediately to commence a rehabilitation program which 
will cost several million dollars. The temptation may be too strong 
for private purchasers to resist the opportunity for quick profits 
without spending the necessary money to put these piers in cerditian 
for future maritime operations. 
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Only recently, the Pennsylvania Railroad sold a group of piers in 
Philadelphia between Dock and Walnut Streets which also needed 
considerable rehabilitation. I am informed that, as to those piers, 
even now it is being planned, if not already done, to convert them to 
warehouse facilities. 

Three States are involved in this port, New Jersey, Delaware, and 
Pennsylvania. It is difficult for all of us to understand the attitude 
of the Army, because their position is permeated with inconsistencies 
both with regard to the future need of these ports in the event of 
national emergency and, also, with respect to the Army’s policy in 
Boston and Newark, N. J. 

In December of 1954, the Bureau of the Budget directed the Army 
that the sale of these piers should be made subject to a national- 
security clause guaranteeing that the property would be immediately 
available during any future emergency. Notwithstanding the fact 
that, as brought out in the report, Congressman Green put into the 
record, the Army reversed its position, and I would quote another 
portion of that report in which they said: 

In the circumstances, the Department of the Army is vitally concerned that 
the property involved be preserved as a waterfront facility primarily devoted to 
water shipments. In order to assure that the facilities under private ownership 
will be available if required in the event of a future emergency, it is deemed neces- 
sary at this time to impose restrictions on the future use of this property. 

That was the Army’s position repeatedly up until quite recently, 
and it was the only proper position for them to assume. How they 
can reverse themselves in a few short months is beyond our compre= 
hension. Anyone who knows metropolitan Philadelphia, with the 
great industrial plants located there, such as United States Steel 
General Electric, Westinghouse, RCA, Exide Storage Battery, Philco, 
Ford, SKF, scores of others, not to speak of the naval aviation supply 
depot, Marine Corps depot, the Frankford Arsenal, all of whose prod- 
ucts form such an important segment of our national defense, anyone 
who realized that knows that this facility is a must in any emergency 
which might arise. In mentioning these plants, I say nothing of the 
enormous quantities of food supplies, clothing, and other necessities 
of our Armed Forces which moved across these piers not only in the 
First World War but in World War II and during the Korean conflict. 

True, the Army said if an emergency did arise they could always 
acquire the property through condemnation proceedings or by negotia- 
tion. Anyone who has any experience with condemnation knows that 
this is a costly process. Factors are presented by the owners which 
are hard to disprove, and all doubts are generally and justifiably 
resolved in favor of those whose property has been taken against their 
will and the cost is usually very high. It is a cinch the Government 
would pay considerably more for them than they could now sell them 
for to private purchasers. 

Let me say in passing that I am a member of the board from which 
all boards of view for the State of Pennsylvania and city of Philadel- 
phia and all Staie and city authorities is constituted with regard to all 
condemnations in the city of Philadelphia and for the State of Penn- 
sylvania in our county. I serve on all those boards of view. I know 
every governmental agency pays very high for condemned property 
because the owners can present facts which it is difficult for the 
governmental agency to rebut and you must necessarily resolve 
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reasonable doubts in favor of the people whose property has been 
forceably taken from them and the price the Government would pay 
if they ever let these get out of their hands into private ownership and 
then condemn them would perhaps be 50 to 100 percent more than 
they could get for them now in a private sale. 

Also if these piers were diverted to another use, valuable time would 
be necessary to put them in condition for maritime operations. In 
these troubled days we simply do not have that kind of time to waste 
when an emergency arises. The Army tells the Budget Bureau and 
this committee that it wants to sell these piers without restrictions in 
order to get the top dollar which they say should be $4,500,000, even 
if pure hased by a private buyer. Look at their inconsistency. Not- 
withstanding this recommendation to sell without restrictions to the 
private buyer for $4,500,000, they recommend the bill to this commit- 
tee for the city of Philadelphia to pay that amount and in that bill 
they have a clause which embodies restrictions and I quote: 


Sale shall be made upon such other terms and conditions as the Secretary of the 
Army determines to be in the public interest. 


Gentlemen, some reference has been made to the matter of taxation. 
I think many of you gentlemen know that some States do assess and 
they do tax United States Government property leased for commercial 
purposes. Only this year, about 3 or 4 months ago, the United 
States Supreme Court upheld as constitutional the right of the State 
of Michigan to tax such property. True, taxes must be paid by the 
lessee, but where such taxes are levied and collected the Government 
must modify its terms in order to negotiate a lease which will be 
attractive and which will permit the lessee to pay such taxes. 

The taxpayers of Philadelphia enabled the Federal Government to 
operate these piers at a profit through exempting them from real 
taxes throughout the years. Over the years, covering only those 
periods when they were leased to private operators, this has been at 
a cost to us of $10 million or $12 million. I might say in passing that 
we do not tax any Government property which is leased for com- 
mercial purposes in the city of Philadelphia. 

Mr. CunnincuaM. What would be the tax on this property per 
year? How much would it bring into the city of Philadelphia? 

Mr. Braptey. I am on the board of revision of taxes which assesses 
property in the city of Philadelphia. We placed an assessment on 
this property when the piers were built at the figure which the Gov- 
ernment stated it would cost. We have not bothered to revise that 
throughout the years, due to either inflation or depreciation in the 
piers themselves because no taxes were being collected, none was 
being levied. The assessment was there at the figure of original cost 
which was and still is in the neighborhood of $13 million. 

Mr. CUNNINGHAM. $13 million? 

Mr. Bravery. $13.5 million is the figure it cost the Government to 
buy the land and construct the buildings. We assessed them approxi- 
mately at that from the original date of 1921 and there has been no 
occasion to review it since because there is no tax problem involved 
because we collect no money. 

Mr. CunnincHam. What would be the tax on an assessed valuation 
of $13 million? 

Mr. Brapuey. At present the tax is $3.42 for every $100 which 
would make this about $350,000 or $360,000 a year. 
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Mr. Cunnincuam. According to the testimony of the mayor, if 
you did tax it, the Government instead of having a net of $18, 000 a year 
would have a loss of over $300,000 if it had to in turn give a credit to 
the lessee; is that correct? 

Mr. Brapuey. I do not know the amount of the loss, but it means 
that whatever revenue they did have net would be decreased by that 
amount of approximately $350,000. 

Mr. CunninGHam. It would only be decreased by the amount they 
have left and would affect the Federal Government only to the extent 

of $18,000 instead of $350,000, according to the mayor’s testimony. 

Mr. Brap.ey. It would mean if the lessee had to pay those taxes 
the Government lease would necessarily have to be that much less. 

Mr. CunninGHAM. $350,000. That is my point. If then the 
Government is now having a net each year of only $18,000 from the 
rental receipts, if the property were taxed that would turn onto the 
red side of the ledger to approximately $330,000 a year. 

Mr. Brapuey. That is right. Let me say on that with respect to 
the Army’s report to the committee on this bill, if you read on page 3, 
you w ill notice they have not given you any information as to what 
they are getting for the piers at the present time. They very cleverly 
have omitted saying that because they say: 


That lease— , 
speaking of the former lease- 


was terminated by the lessee effective April 30, 1958, and an interim 1-year lease 
entered into by the Department of the Army with the same lessee. In contempla- 
tion of the imminent disposal of the property involved the best terms possible 
in the circumstances were obtained in order to assure continued availability of 
the property in the event of future need therefor. 

They do not say how much it is. I would infer that the amount is so 
inconsiderable they leave it out deliberately. 

Mr. CunninGuam. Do you consider the assessed valuation the city 
carries on its books today for this property of $13 million to be fair 
and reasonable for it? 

Mr. Brap.ey. I would not want to hazard a definite opinion on 
that because, as I said, we have made no review of the property 
since the original assessment was set in 1921 because there has never 
been any occasion to do it as we would with comparable property. 
There would have to be a thorough survey of the premises, their 
particular condition at the time the survey would be made, as of now. 
I would not want to give an opinion now as to whether we would 
raise or lower that assessment. 

Mr. Cunnincuam. How does the city of Philadelphia justify « 
request of half a million dollars if on the assessed rolls it is valued at 
$13 million? 

Mr. Brapuey. Mr. Congressman, as | told you, that figure was set 
back in 1921. On exempt property we never review the circumstances 
until something would arise to put that property in taxable condition. 

Mr. Cunnineuam. Is value of real property less in the city today 
than in 1921? 

Mr. Braptey. No; but I would say the deterioration to these piers 
makes them worth less. 

Mr. CunnINGHAM. But you have made no change or review? 

Mr. Brap.ry. No. 
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Mr. Price. I am personally alarmed at the shortsightedness shown 
by the Army in this matter, particularly when it is indicated they are 
willing to let these piers go without restriction. To me it reflects what 
I believe to be faulty thinking within the Defense establishment that 
we are never again going to be in any trouble where we need such port 
facilities. This is an alarming thing to me. I would personally cast 
aside all financial considerations and think of the defense consideration, 
which does not appear to me to be considered by the Army in this 
matter. 

Mr. Brapuey. As I said, Mr. Price, that I think is the most im- 
portant factor to consider, that these piers be maintained as piers and 
that they will be available in the event any emergency should arise. 

Mr. CunninecHam. If they are turned into warehouses, will the 
warehouses be built on the piers? 

Mr. Brap.iey. They do not have to do any building. The piers 
can be utilized immediately. 

Mr. Cunnineuam. Will not the piers remain, if it is made into 
warehouses? 

Mr. Brap.tey. Yes, it will remain, but this $2.5 million rehabilita- 
tion program which should be commenced immediately will not be 
undertaken. The deterioration will get progressively worse and would 
be accelerated by the condition they are in now. 

Mr. Cunnineuam. None of that will be spent on the piers? 

Mr. Bravery. No. 

Mr. Cunninauam. So they will be permitted to deteriorate and 
rot away so for defense purposes we would have to build brandnew 
piers? 

Mr. Brapuey. Build brandnew piers or rehabilitate them to such 
an extent that it would be the same thing. 

Mr. CunnINGHAM. The water would be there to build them over. 

Mr. Brapuey. Yes. In addition, one factor you should consider 
which I do not think has been brought out in focus is this property 
is divided into two pieces. There are 30 acres along the waterfront 
and in the rear is Delaware Avenue, probably one of the widest 
streets in the city of Philadelphia. On the other side of Delaware 
Avenue are the remaining 24 acres approximately which constitutes 
this property and which is the necessary adjunct to the pier for storage 
and for movement. 

Now if a private owner should acquire this property, the danger of 
warehousing is not the only thing to consider and that is a limited 
danger but the land in the rear on the other side of Delaware Avenue 
could be ver y well held for land-speculation purposes and be taken out 
of use in conjunction with the operation of the piers entirely because it 
is separate. There is a line of demarcation of this broad Delaware 
Avenue, which is a street full of railroad trackage and, as I say, the 
widest street in Philadelphia and the remaining 24 acres is on the other 
side of Delaware Avenue and could easily be utilized by a private 
purchaser for some land speculation. 

We cannot understand, Mr. Chairman and gentlemen of the com- 
mittee, why the Army adopts a different attitude toward Philadelphia 
than it did toward Boston in 1954 and toward Newark in 1956. I 
have here a copy of the hearings on H. R. 9242 and the companion bill 
in the Senate, 3260, covering the Army situation. The Department 
of the Army collaborated in the preparation of those bills which were 
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passed into law as part of Public Law 534 in the 83d Congress. They 
collaborated on those bills and the bills provide that the Common- 
wealth of Massachusetts will pay only a dollar a year to the Federal 
Government and 10 percent of an expenditure of $11 million for 
rehabilitation. The Government’s expenditure was approximately 
$10 million to put the piers in shape before they turned them over to 
the State of Massachusetts for a dollar a year. 

Contrast that with the terms of the bill we are now discussing for 
the Philadelphia piers. The city of Philadelphia obligates itself to 
pay the Government $500,000 and to expend $2,500, 000 for rehabili- 
tation of the piers. This follows the policy established with regard 
to Newark. Frankly, when we analyze the present attitude of the 
Army toward Philadelphia, it makes us wonder what it is all about 
and we just cannot understand their thinking. 

It is absolutely necessary that these piers be kept for maritime 
commerce and there is no guaranty that this will be done other than 
to place them in the hands of the city of Philadelphia with such 
provisions as contained in this bill which will insure that situation. 

We are asking no more than has been done elsewhere. In fact, we 
are pressing for vastly less favorable terms than have been given 
elsewhere. As the mayor stated, the Federal Government is spending 
millions of dollars for maintaining the Delaware River Channel 
because it is vital to our national economy and to our national defense. 
It would be very foolish to spend money on one hand and negative 
that action by unwise policies in another direction. 

It is folly for the Army to contemplate any possibility, no matter 
how remote, that these piers might be taken out of maritime trans- 
portation. 

We feel that in the interest of national defense, as well as the city 
of Philadelphia, that this bill should be adopted and we respectfully 
urge your consideration and approval of the measure. 

Mr. Bray. You mentioned a dollar a year for Boston. Did they 
sell this to Boston or is it on a lease at a dollar a year? 

Mr. Braptey. I believe it is a lease for 25 years at a dollar a year 
with provision for a renewal for 5-year periods at the same amount 
of a dollar a year. The Government spent $10 million immediately 
to put them into condition before consummating that. 

Mr. Bray. Does the Government get any income from those piers? 

Mr. Braptey. Notas far as I have been able to gather from reading 
the testimony on the bill. 

Mr. Bray. They must have had good salesmen from Boston. 

Mr. Brapiey. That is why we ‘find it hard to understand the 
attitude. 

Mr. Green. We do not want to be different from Boston. We 
will accept that, too. 

Mr. Brapiey. That concludes my statement, Mr. Chairman. | 
will be very glad to attempt to answer any questions from the com- 
mittee. 

Mr. Duruam. Are there any questions? 

Mr. Green. I want to congratulate my former colleague, for whom 
I have a great deal of admiration and respect. He was a very valuable 
Member of Congress and served excellently on the Naval Affairs 
Committee. 

Mr. Braptey. Right in this room. It brings back memories. 
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Mr. Green. He is one of the most capable men in Philadelphia. 
Mr. Bray. That land beyond Delaware Avenue, was it 34 acres? 
Mr. Brapuey. 23 or 24 acres. 

Mr. Bray. What is it being used for now? Are there buildings 
on it? 

Mr. Braputey. There might be some sheds, but no substantial 
buildings. It is used in conjunction with the pier operation as a 
terminal station and movement of cargo and storage waiting for 
shipment. 

Mr. Bray. It is open space but it is an integral part of the opera- 
tions? 

Mr. Brapuey. Yes, sir. 

Mr. Bray. It is necessary for the operation? 

Mr. Brapuey. Yes, sir. 

Mr. Byrne. When the gentleman was here he was a good Congress- 
man and wherever he goes he does a good job. I was tickled to see 
him here. Being in the form of collector of the port and member of 
the port authority, he knows what he is talking about. 

Mr. Brapuey. Thank you. 

Mr. Duruam. He was a valuable member on the old Military 
Affairs Committee which did a lot of work back in those days. 

Are there further questions? Thank you very much, Mr. Bradley. 
We are glad to have had you. 

I believe the next witness is Mr. Schad. 


STATEMENT OF HARRY G. SCHAD, CHAIRMAN, JOINT EXECUTIVE 
COMMITTEE FOR THE IMPROVEMENT AND DEVELOPMENT OF 
THE PHILADELPHIA PORT AREA 


(The prepared statement of Mr. Schad follows:) 


The Joint Executive Committee for the Improvement and Development of 
the Philadelphia Port Area, representing 19 maritime and civie organizations, all 
vitally concerned with the disposition of piers 96, 98, and 100 South Delaware 
Wharves, Philadelphia, Pa. (also known as the Philadelphia Army Supply Base), 
respectfully urges that the legislation providing for the sale of this installation 
by the Federal Government to the city of Philadelphia be reported to the Congress 
with a favorable recommendation in time to assure its passage during the current 
session. 

Since World War I this installation has been operated as a public marine 
terminal under lease agreements with private terminal companies. The im- 
portance of the terminal over the past four decades to the port of Philadelphia 
and the Delaware Valley as a whole is clearly demonstrated by the fact that 
approximately 40 percent of the general cargo moving through the port area, 
both import and export, is handled over the piers comprising this terminal. 
Also, a large portion of the export and import in-transit warehousing is performed 
in its approximately 600,000 square feet of warehouse space. At present, some 
50 American and foreign steamship lines utilize these facilities. There are berth- 
ing accommodations for 12 oceangoing vessels simultaneously. During World 
War II and the Korean conflict, these facilities were utilized effectively for the 
transshipment of large quantities of military supplies to overseas destinations. 

The disposal of the Philadelphia Army Base for purposes other than a public 
marine terminal would result in a drastie curtailment in the activities of the 
-*hiladelphia port area in the handling of general cargo. Therefore, the continued 
operation of this terminal as a public marine terminal open to the use of all on 
equal terms, in the opinion of this committee, is of paramount importance to the 
shipping interests in the Philadelphia port area, to the Federal Government, and 
to the general economy and welfare of the entire Delaware Valley. 

The report recently submitted to the Committee on Armed Services by the 
Department of the Army recommends that these pier facilities be sold without 
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restriction on their use as the Army has no mobilization requirement for them. 
The report points out that the Army can obtain the use of the property in the 
future under the Government’s power of condemnation for ‘‘just compensation.”’ 
Therefore, the report recommends a simple, unrestricted legislative enactment 
for sale of the facilities for $4,500,000, which is the value placed on the property 
by “independent appraisers.”’ 

The shipping and commercial interests of the port of Philadelphia are concerned 
with the possibility that an unrestricted sale to the city of Philadelphia or anyone 
else could result in these pier facilities’ being— 

(1) Utilized for other than a public marine terminal with consequent serious 
effect on the shipping activities of the port and the general welfare of the port 
area. 

(2) Operated in their present unsatisfactory condition resulting from long de- 
ferred maintenance. 

Therefore, we recommend that the bills being considered by this subcommittee 
be amended as follows: 

Delete in section 2, paragraph (c), lines 18 to 24, inclusive. 

The bill then would require the city of Philadelphia to operate the facilities as 
a public marine terminal and require the needed rehabilitation of structures built 
40 years ago. Likewise, it would assure the Government of needed facilities for 
emergency utilization should future events require their use as has been true in 
World War II and the Korean conflict. 

Without having the detailed financial background available, it has been possible 
to analyze only broadly the data included in the report of the Department of the 
Army as follows: 











City | Army 
I ce a ache op aceeednikeren ei aiteiecee tool he Pe sbidnign dicate tend $500, 000 | $4, 500, 000 
ca ee eesane 2, 500, 000 | 1, 776, 000 
meee 928990 0 oP 8 lee cd beektededel - 8,000, 000 | 6, 276, 000 
Annual depreciation over 25 years, 4 percent per year.............--...-.--.. | 120, | 000 | 251, 040 
Interest on average investment, at 4 percent per year_.......-.....-..--.---- 60, 000 | 125, 520 
olen epee 
Depreciation and interest cost per year_.......- sc ies ietaaanieecengsadiateanatentte 180, 000 | 376, 560 
Annual net rentals to Army, July j, 1954 to Apr. 30, "2 Weems sine 301, 488 | 301, 488 
Annual operating margin based on 1954-58 expe. ience_..__.......---.. -| 121, 488 | 75, 072 
Estimated net rentals to Army based on lease for year May 1, 1958 to Apr. 30, 
1959 (projected on May I ge 18, 000 18, 000 
Operating loss for 1958-59__............-.-.-...-... Senate mie a ciahiniem ogned | —162, 000 —358, 560 


First, it must be recognized that the period of 1954 to 1958 was a relatively 
“good era’’ for the shipping industry; and, therefore, the experience of the lease 
arrangement from 1954 to 1958 is not representative of the long-term e xpectancy. 
Furthermore, the downward trend in shipping was the cause of the lessee’s cancel- 
ing the lease before its expiration. A new lease was negotiated which it is esti- 
mated will result in a net return of only $18,000 for the year after allowing for 
current maintenance expenses. Had the facilities been operated with full mainte- 
nance during the years 1954 to 1958, the net rentals would have been substantially 
less than the figures reported by the Army. 

For these reasons, the Army’s recommended disposal price of $4,500,000 is 
unrealistic, and the offer of the city of Philadelphia to spend $2,500,000 for the 
modernization of the facilities in addition to the payment of $500,000 for the 
Government is in the best interests of all concerned; the Government will be 
assured that the facilities will be maintained at no cost to it for its possible future 
use; the shipping industry will be assured of having vitally needed and improved 
facilities; and the economic benefits of Philadelphia’s import and export business 
will contribute to the welfare of the entire Delaware Valley area. 

In the 40 years since these facilities were built it could be said that the taxpayers 
of Philadelphia have paid for them through the tax exemption which otherwise 
would have been paid if the facilities had been operated as a commercial enterprise. 
Real-estate taxes over the years it is assumed would have amounted to the initial 
cost of the facilities. 

Finally, the city of Philadelphia recognizes that the operation of these facilities 
will require a subsidy from the city’s treasury; but, alternately, the loss of these 
facilities for shipping purposes would affect seriously the welfare of the city and 
the area because of the economic importance of our foreign trade activities. 
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I respectfully urge the committee to recommend the bill for passage with the 
amendment which I have suggested. 

Mr. Scuap. My name is Harry G. Schad and I am here on behalf 
of the Joint Executive Committee for the Improvement and Develop- 
ment of the Philadelphia Port Area. That long-sounding title repre- 
sents 19 shipping and commercial organizations in the city of Phila- 
delphia interested in the development and improvement of the entire 
Philadelphia port activity. 

I may say that the committee has great concern with the confusion 
that has developed in connection with the very vital asset to the 
welfare of Philadelphia and the entire area, being the Philadelphia 
Army supply base. Today it handles approximate ‘ly 40 percent of the 
general cargo that goes through the port of Philadelphia. It has 
berthing accommodations for 12 ships at one time and is today being 
utilized “by 50 different American and foreign steamship lines. 

Mr. Duruam. You mean this operation ‘has berthing places for 12 
ships? 

Mr. Scuap. It has berthing accommodations for 12 ships simul- 
taneously, Mr. Chairman. 

Our basic position, gentlemen, is that we do not want to have 
anything happen to this property which would take it out of the 
shipping picture in Philadelphia and that is the fear we have had as 
to the confusion that developed between the Bureau of the Budget 
and the Department of the Army, and so we are coming to Congress 
to resolve the unfortunate situation. 

We want, whether the city of Philadelphia is able to get legislative 
approval to buy this property or anyone else, to have it ke spt in 
shipping service. In other words, that the piers should be rehabili- 
tated, maintained, and operated as a public marine terminal. 

The report which the Department of the Army recently submitted 
to this committee recommends that these facilities be sold without 
restriction. They refer to the fact—and I think legally it is so—that 
they can make an outright sale, a simple transfer of title, always 
having the right to condemn the property and to take it for just 
compensation in the event of a future defense need. They do say, 
however, that they see no future mobilization requirement for the 
facility. 

Personally I would disagree with that. I would think that the 
Congress would only be conservative in seeing that the property is 
available, is maintained and rehabilitated so that in the event of a 
future emergency the property would be available for the defense 
need just as it was during World War II and during the Korean 
conflict. 

They refer in their report to you, gentlemen, that it has been de- 
termined that the property has an appraised value of $4.5 million. 
Unfortunately, we have no details as to who made the appraisal and 
in what manner it was arrived at. But dealing with the questions 
that you have asked the mayor and former Congressman Bradley, we 
have made figures from the Army’s report to the best extent we can 
with the limited detail available to us. We have said on page 3 of the 
statement, Mr. Chairman, that we have presented to the committee 
our analysis of the figures that have been given us in this Army report. 
On the one side we have shown the city’s s proposition, on the other the 
Army’s proposition. You will note there the city’s offer of a payment 








8168 


of $500,000 for the property compares with the Army’s figure of $4.5 
million. In the city we consider that $2.5 million would probably 
be a minimum figure for the rehabilitation of this property. The Army 
says that their estimate is $1,776,000 because they disagree with some 
of the things the city would propose to do to endeavor to make this 
facility a modern pier and ter minal operation. 

So that you have on the city’s side a $3 million investment versus 
the Army’s suggested $6,276,000. I have assumed that we should get 
the investment back, whether it is a private operator or the city of 
Philadelphia, over a period of 25 years, so we have deprec tiated the 
investment at a 4 percent rate. Of course the city has to borrow 
money as would a private investor. I have used an average invest- 
ment figure at 4 percent a year to arrive at a depreciation and interest 
cost in the case of the city’s proposal, $180,000; and, in the case of the 
Army’s proposal, $376,000 a year. 

In the Army’s report they give us gross and net returns on the 
operation of the property for the years 1954 to 1958. Reducing that 
to an average annual basis, you get the $301,000 figure shown on the 
statement, bringing you then to an annual operating margin—and 
this is with only what we consider patch-up maintenance work—a 
figure of $121,000 net to the city, whereas the Army’s proposal would 
be a net of $75,000. 

In a percentage way the’ Army’s figure comes to 1.2 percent on the 
investment while in the case of the city it comes to 4 percent. 

I would like to point out to the committee that the period of 1954 
to 1958 was a relatively good era for the shipping industry in Phila- 
delphia and generally. As a matter of fact, it has been said to me 
that it is the best 4 vears the operators have had at this facility since 
they took it over for operation back in 1921. So I think it is proper 
to say to you we cannot consider the 1954 to 1958 figures as representa- 
tive of the long-term expectancy of this property. 

As a matter of fact, last year when the operators were losing money 
in the operation of the property, they took advantage of their can- 
cellation clause in the lease to serve notice of cancellation. As a 
result of that cancellation a new lease was entered into for a period of 

a year and from the figures that we have been able to develop, including 
again only what is considered nominal or patch-up maintenance, 
based on the 2-months’ experience of May and June, the return to the 
Army will be approximately $18,000. So that on the current expe- 
rience ratio the city would lose on their offer to the Congress $162,000, 
whereas on the Army basis there would be a loss of $358,000. 

I wanted to explain to the committee why this is not a venture 
that will be attractive or is attractive to private capital. Certainly, 
as the mayor said and as a businessman, I would like to see the prop- 
erty taken over with private capital and operated, but I was trying to 
think where in this country or abroad you have a pier operation 
today of any magnitude that is in other than the hands of government 
or government agencies or the railroads. To illustrate that pier 
operation is not a private enterprise venture but one that has been 
taken over by government agencies, some of you may be familiar 
with the tremendous investment the State of Alabama has made in 
its docks at Mobile, a State venture. You have the same condition 
in North Carolina at Morehead City and at Wilmington. At New 
York the piers are owned by the city and also in part by the New 
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York Port Authority. Philadelphia’s piers, outside of the railroads, 
are entirely city property. Jacksonville, Fla., is another city-operated 
pier facility area. 

In the authority field, which again really is Government in taxation 
money, you have New Orleans with the Board of Harbor Commis- 
sioners, you have San Francisco with the same situation, and Newark 
has been referred to here in connection with the New York Port 
Authority. 

Abroad you have the same situation. In London you have the 
London Port Authority, you have it in Glasgow, in the continental 
ports like Antwerp and Rotterdam. 

Unfortunately, in one sense the development of ports is not a 
private enterprise venture because of the unprofitable nature of the 
business as such. It has been taken over by Government. That 
does not mean the subsidy that Government gives to the shipping and 
trade activities of its port is a losing proposition because the indirect 
benefits that flow back from shipping into the industries that locate 
on these great waterways such as the Delaware River really give the 
subsidization of these shipping facilities a very handsome return to 
the city and the State and even the Federal Government. So that 
I, as a businessman, am not concerned that we cannot get private 
capital into this field. It would be very unusual if we could succeed 
in doing so. I do think it is the responsibility of the city of Phila- 
de Iphia_ to carry on the grand job they have done since Mayor Dil- 
worth came into office to promote the commerce of the port. He 
has done a magnificent job and has taken more interest in the welfare 
of the shipping in the port than any mayor in my experience. 

I think the offer of the city, as I have demonstrated with the 
figures, will probably mean that if they make any money it will be 
so small that it is meaningless compared to the investment they are 
willing to put into the property of $3 million. 

If I may, Mr. Chairman, as to some of the questions that were asked 
of the preceding witness, the Philadelphia Piers, as operators of the 
property for the Federal Government, is a limited-capital organiza- 
tion that was formed by local warehousing interests to operate the 
piers as such under lease. They have no substantial capital. They 
are simply looking to the operation of the piers to give them a small 
return on the operating organization that they have set up and 
secondly to in that way prevent the use of the facility as purely ware- 
houses, as otherwise it would compete with the warehousing facilities 
they own and operate. 

We are very anxious that the facilities not be made available for 
warehousing and so in the agreements that the Army and, before that, 
the Maritime Administration had made for the leasing of the piers we 
have insisted that commercial warehousing should not be permitted 
in connection with the use of the piers. 

They definitely are not interested in making an offer for the prop- 
erty or at best I would assume they would make a minimal offer on 
the basis of doing no rehabilitation, which we think is vital to the 
future operation of this tremendous terminal facility. I think that 
is the reason they have not come down to the hearing today, Mr. Bray, 
is that they realize you could only take a property of this kind on if 
you could get it for nothing and do nothing with it as far as rehabili- 
tation. 
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I think, Mr. Chairman, that covers the practicalities of the situa- 
tion as we see it. We would like to suggest to the committee that you 
do favorably consider the bills that are before you with, in view of the 
Department of the Army’s report to you, the elimination of paragraph 
(c) of section 2 on page 2. Otherwise, we businessmen of Philadelphia 
would like to see the city tied down in taking over this property, if 
the Congress approves, that they do have to spend this $2.5 million. 
We want the property rehabilitated and we would like to have the 
assurance that some successor to Mayor Dilworth would carry through 
on the rehabilitation of that pier by having it as a part of the transfer 
legislation that the city must do exactly that. So we have a selfish 
interest in asking you to keep the bill in its present terms with, in 
deference to the Department of the Army, the elimination of para- 
graph (c) of section 2 and leaving it to condemnation and just com- 
pensation as to the Government “taking over the facility in time of 
emergency. 

Mr. Duruam. Thank you very much, Mr. Schad. Are there ques- 
tions? 

Mr. Green. In your opinion, Mr. Schad, is there any private in- 
dividual or company who would come in and purchase these piers and 
operate them as a marine terminal? 

Mr. Scuap. Congressman, in my opinion there is not, for the ob- 
vious reason that on a $3 million investment based on current condi- 
tions, $162,000 loss would be sustained. I do not know of any capital 
you could get interested to go into a venture business such as this is. 

Mr. Green. I took it from your testimony that there is no com- 
mercial value in the operation of the piers as a terminal pier to keep in 
standby condition for interest of national defense and saving the life- 
line of the port in Philadelphia. 

Mr. Scuap. I would think that this committee would be vitally 
concerned, in spite of the Army’s attitude, that this facility be main- 
tained as a very vital defense facility for the future, that meantime 
it serves the Government and the interest of the taxpayer that we 
put it to use in the city of Philadelphia for the advancement of trade 
and all that it means to the welfare of the country as a whole. 

That is a consideration that would not enter into private invest- 
ment in a facility of this kind. They would only be looking for a 
return on the investment and they do not think of all the indirect 
benefits that flow to both the Federal, State, and city governments 
and the population as a whole from this aid to the development of 
foreign trade. Have I answered your question, sir? 

Mr. GREEN. Yes, sir. 

Mr. Bray. I would like to address this question to the mayor. 
There is no question of your interest and the present city adminis- 
tration’s interest in using this pier for its proposed purpose, that is, 
operating a pier, but if this bill is passed the actual cash you put into 
it, unless you did rehabilitate it, it is an unconscionable and enormous 
bargain. 

It is your intention and the intention of the present city adminis- 
tration that if in the future in consideration for this that if the city 
does not carry out its part and use it as a pier and does fail to rehabili- 
tate to the extent of $2.5 million, that it will revert to the Federal 
Government again? 

Mr. Ditwortn. That is right. 
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Mr. Bray. It should revert to the Federal Government? 

Mr. Ditworts. That is right. 

Mr. Bray. I believe there is a legal phrase for that. 

Mr. CunNINGHAM. Reversionary clause. 

Mr. Bray. That there shall be a reversionary clause in there that 
if you do not carry out your part of the bargain and use it as intended 
it should revert to the Federal Government, including whatever 
improvements you have placed on it meanwhile. 

Mr. Ditwortn. That is right. 

Mr. CunNINGHAM. I notice from the report here that when this 
land was acquired during World War I the total cost was about 
$506,000. I am no authority on real-estate values in Philadelphia 
but it would seem to me within the city of Philadelphia that far back 
that was a very reasonable price. The Government did not pay an 
exorbitant price, according to the land values at that time. 

Was there any assistance given to the Federal Government, either 
financial or otherwise, in acquiring this land when it was needed for 
military purposes? If there was such assistance given, I think it 
should be in this record in all fairness. 

Mr. Scuap. You mean whether the city of Philadelphia donated 
any of this land? 

Mr. CunnincHam. Or any group of interested citizens raised 
money to acquire the land for the Government, which often happens? 

Mr. Scuap. I do not know. 

Mr. CunninGuHAM. I suppose such records are available if it did 
happen. 

Mr. Scuap. If I may suggest, I would think the Department of the 
Army could give you practically everything. I do not know whether 
they are here today. They do have the complete record on this 
whole situation. These piers are 40 years old. 

Mr. Cunnincuam. I have run into cases in the past where the local 
people in organized citizens’ groups did a lot in the way of acquiring 
land for the benefit of the Government and where the Government 
got it at a very low price or free and yet today there would be no 
records to prove that except some old newspaper files. 

Mr. Duruam. Thank you very much. We have one more witness 
we would like to get through, Mr. Francis A. Silver. 


STATEMENT OF FRANCIS A. SILVER, COUNSEL, INTERAGENCY 
COMMITTEE ON PORT UTILIZATION, INTERSTATE COMMERCE 
COMMISSION 


Mr. Siiver. I am also counsel for the Interagency Committee on 
Port Utilization and it is more in that capacity that I appear here 
today. 

Mr. Durnam. Who are you employed by? 

Mr. Sitver. By the Interstate Commerce Commission. 

Mr. Duruam. Federal Government? 

Mr. Sitver. That is right. 

Mr. Durnam. You may proceed. 

Mr. Byrne. I invited Mr. Silver here because he knows the situa- 
tion. 

Mr. Duruam. We are glad to have you. 
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Mr. Sriver. I have no prepared statement because my invitation 
just came this morning. However, I have been associated through 
my connection as counsel for the Interagency Committee on Port 
Utilization with the Philadelphia pier situation. It was in 1955 in 
the summer or fall that it was brought to the attention of this com- 
mittee that the Army supply base had been declared surplus to the 
Army need and would besold. This committee to which'l refer, which 
has representation on it from the Department of Defense, Department 
of Commerce, Department of the Interior, and is chaired by a member 
of the Interstate Commerce Commission, is very much interested in 
the national defense aspects of the situation. This committee, as 
you may know, developed a plan for the utilization of port facilities 
in time of war. Of course, facilities such as these under discussion 
here today are of great importance. As a result of the study made 
by the committee at that time, it addressed a letter to the chairman 
of the Armed Services Committee of the Senate embodying its views. 
I have a copy of that letter today and would like to make it part of 


the record. ; Na ew 
Mr. Duruam. Without objection, it will be made part of the record. 


(The letter referred to follows:) 


INTERSTATE COMMERCE COMMISSION, 
Washington, December 14, 1955. 
Hon, Ricuarp B. Russet, * 
Chairman, Armed Services Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR RussEuu: At a recent meeting of the Interagency Committee 
on Port Utilization, of which I am chairman, information was brought to its 
attention to the effect that piers Nos. 96, 98, and 100 South, Delaware and Oregon 
Avenues, Philadelphia, Pa., known as the Philadelphia Army Supply Base, have 
been declared as excess to the Army requirements and approval for the disposal 
of this property, without a recapture clause, has been requested of the Armed 
Services Committees of Congress. 

As your committee may know, the Interagency Committee on Port Utilization 
was created in May 1951 pursuant to section 904 of Executive Order 10161, 
and sections 101 (g), 201 (g), and 202 of Executive Order No. 10219, in order to 
provide a convenient and effective procedure for cooperation between the agencies 
of the United States directly concerned with the utilization of ports and port 
facilities. One of the functions of the committee is to analyze the requirements 
for port facilities for national defense. In addition to functioning as an advisory 
body with respect to problems arising under the Defense Production Act of 1950, 
as amended, the Interagency Committee has developed a specific plan for the 
control of port utilization in time of war or national emergency—a plan which is 
a part of an overall war transport control plan recently accepted in concept and 
functional scope by the Defense Mo ilization Board. The port plan is concerned, 
among other things, with the protection of port capacity; with the restoration of 
damaged port facilities and the development of alternate port facilities, in order 
to maintain the essential traffic flow through the port systems. 

Having in mind the important role played by the Philadelphia Army Supply 
Base in World War I, World War II, and the Korean emergency, and the proba- 
bility that, should there be another world war, the capacity of United States ports 
would be affected by enemy action, it is the recommendation of the Interagency 
Committee that your committee be advised that, in the opinion of the Interagency 
Committee, the facilities of the Philadelphia Army Supply Base would be necessary 
for national defense in any future war emergency that might occur, and for that 
reason, the Interagency Committee urges that, if disposal of this property is 
authorized, it be done under conditions which would insure that in any future 
national emergency the property would be available for marine terminal purposes. 

Very truly yours, 


(Signed) OwEN CLARKE, 
Chairman, Interagency Committee on Port Utilization, 
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Mr. Strver. The committee never has had before it the bill which 
is before this group today. Its position is simply that no matter what 
disposition may be made of the Philadelphia piers, that provision 
should be made in the event of national emergency that they would be 
available for marine terminal uses and purposes. 

Mr. Duruam. That has been the general policy of this committee 
over the years. 

Mr. Pricer. In that connection, it is amazing that there has been a 
statement made here that the Army does not consider this important 
in any of its future mobilization plans. Can you reconcile that 
position? 

Mr. Stiver. | perhaps could reconcile it this way. At the time the 
committee considered this matter the Department of Defense repre- 
sentative did not participate in the final decision. He was the Chief 
of Transportation and I knew his personal views were contrary to the 
position of the Department of Defense, but being a good officer he kept 
his mouth shut. The Department of Defense position then with the 
advice of the Bureau of the Budget was to get rid of this property and 
sell it or at least declare it surplus and available for sale. However, 
[ am quite sure from the plans that have been made in the port area 
that the Chief of Transportation, at that time at least, considered these 
pier facilities in Philadelphia as very important to the mobilization 
plans of the Nation. We still believe they are. The committee has 
never changed its view in this respect. 

Mr. Duruam. Is that a unanimous opinion of the committee? 

Mr. Sttver. The Department of Defense representative at the 
meeting did not participate in the voting out of deference to the fact 
that his Department had taken a position. 

Mr. Green. In connection with that, if these piers were sold to 
a private party or corporation under the present Army report, without 
restriction, there would not be anything to prevent these people from 
selling the 25 or 26 acres in the back for speculation, which would 
make almost valueless the piers themselves in the operation in a 
national emergency. 

Mr. Strver. That is the view the committee adopted when it 
considered the matter. 

Mr. Price. | think it is ridiculous for the Federal Government to 
permit these piers to go without restriction in the face of future 
emergencies which we know will occur some time. When it will be, 
no one knows. The port has been useful in other world conflicts and 
even in the so-called limited war in Korea; Korea is pretty far from 
the east coast yet this was an important port facility to support that 
military action. I cannot understand how the Defense Establishment 
could permit these piers to go without some sort of restriction. 

Mr. Sttver. The only argument I heard presented at the meeting 
against it was that by putting in a national defense clause it reduces 
the value of the property or the amount you can get purchasewise. 

Mr. Price. You heard that argument advanced “by a representative 
of the Defense Department? 

Mr. Stitver. No; I would not say that. 

Mr. Lankrorp. I have a copy of a leiter here signed by Secretary 
of the Army to Mr. Vinson in which it says: 

Assistant Secretary of Defense advised the Director of the Bureau of the Budget 
and action Was initiated to declare the Philadelphia Army Supply Base to General 
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Services Administration as excess property for disposal. We believe disposing 
of this property subject to recapture in the event of emergency is not advisable 
because experience has shown the Government will obtain a greater return if the 
property is disposed of without restriction. 


Apparently the dollar mark is controlling, rather than national 
defense. 

Mr. Price. We place great store on standby installations for mobili- 
zation purposes for Army encampments. I do not know of any facili- 
ties more important in time of war, overseas at least, than port facili- 
ties and certainly you cannot go out and construct them or grab them 
overnight. They have to be available. I cannot conceive of any 
seciion of the Defense Establishment not understanding the peril of 
submarine warfare in the next war of any magnitude. Certainly 
Philadelphia would be a more protected port from this type of warfare 
than some of the other ports on the actual coastline. 

Mr. Sitver. It being one of the major ports of the country, of 
course you would have to place initial major reliance on it if the 
facilities were available. 

Mr. Price. I have no doubt if we got into a national emergency 
they would cry for port facilities at Philadelphia. 

Mr. Stiver. I would think so. 

Mr. Duruam. Are there further questions? Thank you very much, 

Is anybody else in the room who cares to make a statement or file 
a statement? It is evidénce we will not be able to get to the Army, 
We will meet in the morning at 10 o’clock to hear the Army. 

Does Mr. Frazier want his statement filed? We will file it. 

(The statement of Mr. John H. Frazier follows:) 


STATEMENT BY JOHN H. Frazier, ASSISTANT DiREcTOR, PorT DEVELOPMENT 
DEPARTMENT, DELAWARE RiveER Port AUTHORITY 


The Delaware River Port Authority is a self-sustaining public corporate instru- 
mentality of the Commonwealth of Pennsylvania and the State of New Jersey, 
created by a compact between the two States, with the consent of Congress 
(Public Resolution 26, 72d Cong., 8. J. Res. 41). 

The port district over which the authority has jurisdiction includes the counties 
of Delaware and Philadelphia in Pennsylvania, and the counties of Atlantic, 
Burlington, Camden, Cape May, Cumberland, Gloucester, Ocean, and Salem in 
New Jersey. 

The purposes of the authority include the development and improvement of 
the port district; the promotion of the Delaware River as a highway of commerce; 
cooperation with all other bodies interested in, or affected by the promotion, 
development, or use of the Delaware River and the port district. 

The Delaware River Port Authority by official resolution at its regular meeting 
of August 17, 1955, noted the importance of continuing operation of piers 96, 98, 
and 100 south (Philadelphia Army Supply Base) as a public marine terminal!, 
Again, by official resolution on July 16, 1958, the authority reaffirmed its position 
and stated: “Such operation (of piers 96, 98, and 100 as a public marine terminal) 
is not only vital to the maintenance of healthful port commerce, which would be 
adversely affected were said piers to be disposed of at public sale for nonport 
purposes, but also of substantial value as a facility for the national security.”’ 

The position of the authority was further clarified in a communication from 
Joseph K. Costello, executive director of the authority, to Hon. John Stennis, 
chairman, Subcommittee on Real Estate and Military Construction, Committee 
on Armed Services, United States Senate, under date of October 6, 1955. In this 
letter Mr. Costello stated: ‘‘The continued operation of these piers as a public 
marine terminal, in our opinion, is of utmost importance not only to the shipping 
interests in the Philadelphia port area but also to the defense of the United States 
in the event of a national emergency and to the development of the American 
merchant marine. In a report on this property furnished to us by the Corps of 
Engineers, United States Army, it is noted that it was recommended by the Trans- 
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portation Corps, Department of the Army, that the property remain under Army 
control to meet mobilization requirements in the event of a national emergency.” 

This same communication further states: “It is our carefully considered opinion 
that the disposal of this property to a private company or individual will result 
in it being used for purposes other than a marine terminal, thus severely handi- 
capping and working a hardship on the industries, shippers, and steamship 
interests in the Philadelphia port area, and in the event of a national emergency 
these facilities will no longer be readily available to meet mobilization require- 
ments,” 

Your attention is also directed to the position taken by the Interagency Com- 
mittee on Port Utilization as reflected in a letter from Owen Clarke, member of 
the Interstate Commerce Commission and Chairman of the Interagency Com- 
mittee on Port Utilization, to the Honorable Richard B. Russell, chairman of the 
Armed Services Committee of the United States Senate, under date of December 
14, 1955. The closing paragraph of this letter reads as follows: ‘“‘Having in mind 
the important role played by the Philadelphia Army Supply Base in World War I, 
World War II, and the Korean emergency, and the probability that, should there 
be another world war, the capacity of the United States ports would be affected 
by enemy action, it is the recommendation of the Interagency Committee that 
your committee be advised that, in the opinion of the Interagency Committee, the 
facilities of the Philadelphia Army Supply Base would be necessary for national 
defense in any future war emergency that might occur, and for that reason the 
Interagency Committee urges that, if disposal of this property is authorized, it 
be done under conditions which would insure that in any future national emer- 
gency the property would be available for marine terminal purposes.’’ 

That the continued operation of this facility as a public marine terminal is 
vital to the commerce of the port of Philadelphia is well illustrated by reference 
to and a study of the attached schedule of sailings, port of Philadelphia, August 
1958. This listing shows 225 general cargo ships scheduled to sail from the 
port of Philadelphia during August 1958, to foreign ports all over the world. 
(These are exclusive of coastwise, intercoastal, and bulk carrier sailings.) Of the 
225 regular line sailings, 74 vessels, or 33 percent of the total number, are scheduled 
to depart from piers 96 and 98 south (Philadelphia Army Supply Base). It thus 
can be readily seen that the loss to the port of any facility which handles such a 
large portion of the port’s scheduled departures would be a very serious blow 
indeed. 

In summary, it appears that the continued operation of the Philadelphia Army 
Supply Base as a public marine terminal, open to all on equal terms, and the 
maintenance of this terminal in efficient operating condition, is essential—in fact, 
vital—not only to the continued prosperity of the port of Philadelphia, but in the 
interest of national security, to the Government of the United States. It further 
appears that there is little likelihood that the sale of this facility to the highest 
bidder could be effected on terms which would secure such continued use as a 
marine terminal in the interests of the continued growth of the port of Phila- 
delphia, or the recapture by the Federal Government, in the case of a national 
emergency, of an efficiently maintained facility capable of immediate use. The 
Delaware River Port Authority supports any procedure or arrangement whereby 
the interests of the national security may be protected as well as the interests of 
the port of Philadelphia, 


Mr. Durnam. Does Congressman Barrett want to file a statement? 

Mr. Barrerr. I think the gentlemen from Philadelphia have done 
a fine job. 

Mr. Duruam. Is the Army here this morning? 

Mr. Ke__Lener. Yes, sir. 

Mr. Durnam. Would it be convenient to hear you in the morning? 

Mr. Pearu. Yes, Mr. Chairman. 

Mr. Duruam. We will meet in the morning at 10 o’clock to hear 
the Army. 

Mr. Brap.ey. Would it be the desire of the committee that anyone 
from Philadelphia be present tomorrow? 

Mr. Duruam. It will be an open meeting. 

Mr. Brap.ey. The committee will not require them here for 
rebutial? 
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Mr. Dunnam. No. You made a good case this morning. 

Mr. Green. It might be advisable to have somebody here, though. 
rr . . = 

(Thereupon, a 12 noon, the committee adjourned.) 





Hovse or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 3, 
Washington, D. C., Wednesday, August 6, 1958. 

The subcommittee met, at 10 a. m., Hon. Carl T. Deion (chair- 
man of the subcommittee) presiding. 

Mr. Duruam. The subcommittee will come to order. 

This is a continuation of the hearing on H. R. 12640. This morning 
we will hear from the Army. I mean the Department of Defense. 

Who is here for the Defense Department? 

Mr. Keviener. Mr. Pearl is here, Mr. Chairman. 

Mr. Duruam. We would be glad to hear you, Mr. Pearl, on H. R 
12640. You may proceed. 

Mr. Peart. Mr. Chairman, I have no prepared statement. I be- 
lieve the departmental report on the bill, which was referred to in the 
meeting yesterday, signed by Secretary Brucker, sets forth quite 
clearly ‘the Department’ s position on the bill, namely, that the Depart- 
ment is not opposed to thé acquisition of these fac ‘ilities by the city of 
Philadelphia, but the Department thinks it should be at fair value. 

I think I might be of some service, though, if I could just for the 
benefit of the committee go through a very fast chronological history 
of the facilities and the actions which are culminated here today. 

Mr. Kev.iener. And would you also, Mr. Pearl, ple ase indicate the 
method of appraisal whereby you arrived at the $4.5 million figure. 

Mr. Peart. Surely, Mr. Kelleher, I will be glad to. 

In 1921, the facilities involved were completed. They had been 
started as part of a chain of port improvements on the Atlantic coast 
for the shipment of troops in World WarI. Facilities weren’t actually 
completed until after the close of the war. 

In 1921, when the facilities were completed, they were turned over 
to the U nited States Shipping Board and the United States Shipping 
Board in 1921 leased the entire facility to private industry. 

In July 1946, the Maritime Administration of the Department of 
Commerce, which was the successor to the Shipping Board, leased the 
facilities, including the piers, to the Philadelphia Piers, Inc., which is 
the lessee referred to yesterday, who is still in possession, and that 
lease was July 1, 1948, for a 10-year term to June 30, 1958. 

Under this lease the Government was required to maintain the piers 
out of Government appropriations, and the lessee was not required 
to maintain the piers. 

In 1954, the Maritime Administration advised the Department of 
the Army that it no longer would be able to get appropriations or 
make provision for the repair of the piers, that since the piers had 
been under lease continuously to private enterprise, the Maritime 
Administration bad no longer any use for the facilities and they were 
going to return them to the Department of the Army. 

Technically the situation was that there was a permit from the 
Department of the Army to the Maritime Administration. The 
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Maritime Administration was terminating the permit, and returning 
the property to the Department of the Army. That was in 1954. 

Between 1921 and 1954, the property had never been under the 
jurisdiction of the Department of the Army. The property had con- 
tinuously been under lease to private enterprise. 

Mr. Durnam. By whom? 

Mr. Peary. From the Maritime Administration to private enter- 
prise. 

Now, it is true, in the hands of private enterprise, these piers were 
used for the shipments of war materiel, cargo and personnel, during 
both World War II and the Korean war, but they were never physi- 
cally turned over to the Government. 

Mr. Green. Virtually, they were turned over? The operation 
was all— 

Mr. Pear. No, sir; the operation was by lessee, by private 
enterprise. 

Mr. Green. I am talking about lease. 

Mr. Pear. By the private lessee. 

Mr. Ke_utexer. Was it exclusively for war purposes? 

Mr. Peary. That I couldn’t say. I have no indication as to 
whether it was exclusively, but in all probability it was. 

Mr. Duruam. There ought to be a record somewhere whether we 
lost money from 1921 to 1954 or whether we made money. 

Mr. Peart. I can go through the list of revenues and expenses that 
was furnished to us by the Maritime Administration. We made 
money. ‘The Maritime Administration made money. 

Mr. Duruam. In 33 years, the Federal Government made some 
money out of it, is that correct? 

Mr. Pear. Yes, sir. 

Mr. Durnam. How much? 

Mr. Peary. Up to and including June 30, 1954, there were total 
revenues of $10,245,471, against which the Maritime Administration 
cost-accounted expenses of $3,295,361, or a net profit to the Govern- 
ment of $7 million over that period of time. 

Mr. Duruam. That is 33 years of operation? 

Mr. Praru. That is correct, Mr. Chairman. 

Mr. Cunnrncuam. Did you say net profit? 

Mr. Prearu. Yes, sir. The difference between the revenues col- 
iected by the Maritime Administration and the expenses of the 
Maritime Administration. 

Mr. Lanxkrorp. Do the expenses charged by the Maritime Admin- 
istration take in maintenance, upkeep, and re pairs? 

Mr. Pearu. Yes. That was the main purpose. 

Yes, that was the main item of expenses. That would be the big 
item they would have. 

Mr. Durnam. What has happened since 1954 since the Army 
took over. 

Mr. Peart. I would be glad to continue that, Mr. Chairman. 
Before getting into the fiscal picture since 1954, though, in early 1954 
in anticipation of the return of these piers from the Maritime Admin- 
istration to the Department of the Army, the Department of the 
Army made a survey to find out what condition these piers were in 
and what would be required to put them in good shape, and it was 
found we would have to spend approximately “$1.25 million to fix the 
piers up, to put them in good shape. 
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Now, obviously, budgetary restrictions being what they are, and 
since the Army had no then current need for the property, we could 
not include an item in our budget for $1.25 million for the Army to 
fix the property up. 

So we came into the Armed Services Committees with what was 
identified as ‘disposal project 26,” in accordance with title VI, 
Public Law 155, asking agreement of the Armed Services Committees 
for a modification of the lease that had been entered into by the 
Maritime Administration, that still had some 4 years to run, and for 
us to reduce the rental that would be paid to us in cash by Philadelphia 
Piers. 

Mr. Duruam. Is that a binding lease now? 

Mr. Peart. That specific lease has terminated and has been 
extended for a year and still runs until next May. 

Disposal project 26 proposed that we would shift the responsibility 
for complete operation, maintenance, and repair to the lessee, Phila- 
delphia Piers. 

The House Armed Services Committee indicated its agreement in 
that project, subject to being advised at a later date of the specific 
negotiations and agreements “reached. This was after a hearing by 
the Real Estate and Construction Subcommittee. 

That project was submxtted, as I say, in 1954, and the Senate 
committee as a condition of its agreement to the project required the 
Department of the Army to obtain the approval of the Director of 
the Bureau of the Budget. 

That was submitted to the Director of the Bureau of the Budget 
and after a review by the Bureau of the Budget, it was determined 
that the Department should report the property as excess to its 
requirements to GSA for disposal, subject to any restrictions of future 
use that might be necessary. 

The Bureau of the Budget pointing out in its letter to the Depart- 
ment of Defense that it had not been necessary to obtain ownership 
of the property through either World War II or the Korean war and 
that it would be possible, in the opinion of the Bureau of the Budget, 
that if there was any future need for the property, for us to obtain 
the use of it through negotiations or condemnation, if and when that 
time arose. 

After a further review by the Assistant Secretary of Defense for 
Properties and Installations, who at that time was Mr. Floete, Mr 
Floete wrote a letter to the Director of the Bureau of the Budget and 
advised him that upon review by the Department of Defense it was 
determined it would be in the best interests of all concerned and feas- 
ible, to report the property as excess to General Services Administra- 
tion without any restrictions on the property, and indicating as was 
quoted here yesterday from the report of the De »partment that the 
only thing that really would be accomplished by imposing these 
restrictions was to reduce the amount of money that the Government 
could get on a sale of the property. 

We then screened the property, as we call it, with the other military 
services. This amounts to going to the Navy and the Air Force and 
asking them whether they have any use for it, and since there was 
no current requirement for the property by any of the three military 
services, we came up to the Armed Services Committees again with 
disposal project 56, this time asking agreement in the report of the 
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property to General Services Administration as excess for disposal 
in accordance with existing legislation, the Federal Property and 
Administrative Services Act of 1949. 

Again, the House Armed Services Committee, after a hearing by 
the Real Estate and Construction Subcommittee, indicated its agree- 
ment in this action, in July 1955. 

The project had been submitted on May 5, 1955, July 29, 1955, this 
committee indicated agreement, and the Senate committee a not 
yet indicated its position and we have not come into agreement with 
the Senate committee on this project. 

Mr. DurHam. You mean you have had no offers on the purchase of 
the property? 

Mr. Peary. We have not been able to put it in the stream to find 
out whether or not there are any, and we bave been unable to report 
the property to General Services Administration for disposal, although 
it is available for disposal in accordance with the Federal Property 
and Administrative Services Act of 1949. 

Mr. DurHam. When did that go before the Senate? 

Mr. Pearu. May 5, 1955. 

Mr. Duruam. They have taken no action? 

Mr. rae They held one hearing on it, Mr. Chairman. Sep- 
tember 3, I believe, was the exact date, of 1957, when a hearing was 
held by the Real Estate and Construction Subcommittee of the 
Senate Armed Services Committee, and they took no action at that 
time, indicating there was some sympathy toward giving the city of 
Philadelphia an opportunity to be heard, at least, on the question of 
legislation before taking final action of the Department to turn the 
property over to GSA. That project is still pending with the Senate 
committee. 

Now, in 1954 and 1955 when we had been unable to reach agreement 
with the Armed Services Committees in a new leasing arrangement 
that would put the burden of operations, maintenance and repair on 
the lessee, we took steps to provide for an amendment to the lease to 
permit the lessee to make essential repairs, because we didn’t want this 
original $13 million investment of the Government’s falling into the 
Delaware River. 

Since then, essential repairs have been made by the lessee under 
approved specifications and guidance of the district engineer in 
Philadelphia, and we have collected rentals and spent moneys since 
that time in the following amounts—well, the amounts since 1954 are 
indicated in the departmental report, Mr. Chairman. 

Mr. Duruam. That takes it up to 1933. 

Mr. Prearu. The figures that I gave you before were for up until 
1954, ane then the figures in the departme ntal report pick it up from 
July 1, 1954, to April 30, 1958, which was the terminal date of the 
lease. 

While the lease would have run until June 30, 1958, the lessee for 
reasons known only to itself, served notice of cancellation accelerating 
the terminal date of the lease 2 months earlier than would have been 
by operation of the lease. So, if the lease terminated April 30, 
1958 

Mr. Ketiener. This is 1954 to 1958? 

Mr. Peary. Yes. July 1, 1954, to April 30, 1958. We had a profit 
of $1,155,000. Added to the $7 million profit of the first 33 years, 
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that gives us roughly $8 million that the Government has obtained 
out of the piers over and above the cost of operation. That is a total 
of 37 years. 

Mr. Green. Could you tell us how much money you spent? 

Mr. Pearu. Yes, sir. The actual rentals paid or to be paid by the 
lessee was $1,817,642. 

Mr. Durnam. That is from 1954 to 1958? 

Mr. Peart. Yes. From that we deducted $661,921 which the 
lessee spent on our behalf. 

Mr. Duruam. That is to keep the docks up and in good shape? 

Mr. Pearu. Yes,sir. So that the net that we put into the Treasury 
was $1,155,700. 

Mr. Duruam. That gives a total of how much, now? 

Mr. Peart. A little over $8 million. 

Mr. Price. Could you tell how much of that came in the last year 
of operation? 

Mr. Peart. In the last year, Mr. Price? 

Mr. Price. Yes. 

Mr. Peart. Yes, sir; I can. The last breakdown that I have is 
from December 1, 1957, to March 31, 1958. The gross rental was 
$146,916, and the maintenance and repair expenditures were $69,479, 
or a net profit, if we can, call it that, in that particular quarter, of 
$77 437. 

Mr. Keviener. That is just 3 months? 

Mr. Peary. That is 4 months. December 1957, January, Febru- 
ary, and March 1958. 

Mr. CUNNINGHAM. Yesterday there was testimony given before 
this committee that the net to the Government per year was about 
$18,000. 

Mr. Peary. Mr. Cunningham, that is an anticipated rental that 
may or may not come about during the present year that we are in 
right now. 

“Mr. Green. How much are they making on the current year? 

Mr. Prearu. The figures I have given now take us up to April 30, 
1958. Now, when the lessee ter minated its lease effective April 30, 
1958, we were in a position of making several choices we were in a 
dilemma of what to do at that time. We could either come back 
to the Armed Services Committees and ask for agreement in a new 
leasing project for a long-term-lease arrangement, but we had already 
tried that and knew that the Bureau of the Budget didn’i approve of it. 
We knew that, in accordance with general policies of the Department 
not to hold onto property for which we hed no current nee ed, we had 
no basis for entering into a long-term lease. 

Mr. DurHam. Were these figures made available to the Bureau of 
the Budget when they made that decision? 

Mr. Peart. Yes, sir. They are thoroughly familiar with this. The 
Bureau of the Budget took the position—and this is Department of 
Defense and Department of the Army policy of this administration- 
that we will not hold onto any property for which we do not have a 
current requirement even though we can make a profit out of leasing 
it to private industry. That we are not in the real estate business 
and we are not here to make a profit. 

If we have no current requirement for the property, we say sell it 
to somebody and get it back on the tax rolls. 
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Mr. Durnam. I agree with that policy, but, after all, I think you 
have a responsibility to the taxpayers of the Federal Government in 
the decision. 

Mr. Peart That was the program we proposed in 1954 in disposal 
project 26. 

Mr. Kircuin. I don’t think the answer to the question is the rental 
under the new renewed lease. 

Mr. Praru. The answer was we may get $18,000 this year, and 
maybe we will get nothing. 

Mr. Kircurn. Does that include a net $18,000, or will some repairs 
and maintenance come out of that? 

Mr. Praru. I was leading up to that, Mr. Kitchin, if I could give 
the position we are in. We admit very readily we may not make 
any money this year. But that is because of the position we were in. 
We could not negotiate a lease foralong term. We could not go out 
and offer the facilities on a basis of any assurance to anyone that he 
would be in there for any length of time, because we were offering the 
property to GSA for sale. 

Mr. Corridan here, of our office, went up and assisted the Phila- 
delphia district engineer people in a negotiation of a 1-year extension 
of the lease with the Philadelphia Piers Corp. and the extension for 
1 year from May 1, 1958, to April 30, 1959, was made in contempla- 
tion of the disposal of the property. 

It was made in accordance with GSA regulations, which permit us 
to lease excess property for not more than 1 year, and GSA regulations 
recognized the fact that property that is excess sometimes does not 
get into the disposal stream for a little while, so they make provision 
for leasing but they limit it to 1 year. 

In the concept of the Government procedures today, this is excess 
property and, therefore, subject to General Services Administration 
regulations. When they went up and discussed the lease of this 
property with the Philadelphia Piers people, the present operators, 
they were willing to take it only on a basis where they could be 
guaranteed that the would make a profit during this year. They were 
not going to take any risks. 

We could not advertise the property, because we had nothing to 
offer for competition, in order to assure that the property remained 
in as good condition as possible. We took an interim measure and 
during those negotiations with the Philadelphia Piers operators and 
I will let Mr. Corridan state in his own words what they could do if 
they got a long-term lease. 

Mr. Green. The current maintenance is so high, almost $200,000 
a year, and port business is off. Is that the reason for the problem? 

Mr. Pearu. That is true, but more work has to be done than that. 
I mean we recognize that there is close to $2 million worth of work 
that has to be done there. 

Mr. Green. How do you arrive at the figure of $2 million? 

Mr. Praru. $1,775,000 is the actual estimate that was prepared 
by the Philadelphia district engineer. 

Mr. Pricer. Is the Army interested in this other work being done, 
this $2 million? 

Mr. Pear. No, sir. 

Mr. Price. Why not? 
Mr. Pear. Because we have no use for the property. 
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Mr. Price. You have no immediate use. Has a definite determina- 
tion been made that this does not fit in any way into future mobiliza- 
tion needs? 

Mr. Pearv. I wouldn’t put it that way, Mr. Price. 

Mr. Price. How would you put it? 

Mr. Peart. In the letter from Secretary Brucker to this committee, 
dated July 30, 1958, it has now been determined that the Department 
of the Army has no mobilization requirement for the Philadelphia 
Army Supply Base. Now, that doesn’t mean that, if and when there 
is a future mobilization and these facilities are there, they might not 
fit in. 

Mr. Price. When was this determination made? 

Mr. Praru. A week ago, sir. July 30, 1958. 

Mr. Price. The determination was made just for the purpose of 
that letter, or was there ever any policy decision made as to the needs 
of this project in a mobilization plan? 

Mr. Pear. As was indicated here yesterday, the Secretary of the 
Army previously advised this committee that the facilities involved in 
this were considered to be part of the mobilization base. 

Mr. Price. Were or were not? 

Mr. Peary. Were considered to be part of the mobilization base 
of the Army. 

Mr. Price. Then the letter of July 30 represents a different opinion 
or different policy? 

Mr. Peart. That is correct, sir. 

Mr. Price. When was that new policy formulated? 

Mr. Praru. Between February 1958, and July 30, 1958. 

Mr. Price. Could you give us some description of how the policy 
was determined? Was it determined by the Joint Chiefs? 

Mr. Praru. The Bureau of the Budget enters into it in this way. 
A report made to this committee in H. R. 8153 of the 85th Congress, 
was the one in which it was indicated there was a possible requirement 
for the use of these particular facilities in the event of future mobiliza- 
tion. 

When that report was submitted to the Bureau of the Budget, the 
Bureau of the Budget advised the Secretary of the Army that he had 
no objection—the Director of the Bureau of the Budget advised the 
Secretary of the Army that he had no objection to the submission of 
that report but asked that a copy of the Director’s letter be furnished 
to this committee and it was and the letter is dated February 12, 1958. 

And in that letter tne Director of the Bureau of the Budget said: 

There is evidence that continued Government ownership of the Philadelphia 
Army Supply Base is unnecessary. The Army has never found it necessary to 
take over the operation of this facility even in wartime. It has continued under 
private management and operation throughout World War II and the Korean 
conflict. 

Then the Director of the Bureau of the Budget goes 

Mr. Price. Just a minute. That was an expression from the 
Director of the Bureau of the Budget? 

Mr. Peart. Yes, sir. 

Mr. Price. That would seem to me to be a technical and a military 
decision being made by the Bureau of the Budget. I thought the 
Bureau of the Budget more or less coordinated and correlated the 
expenditures of the different executive departments and didn’t make 
technical or policy decisions. 
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The Bureau of the Budget acts as the Executive Office of the 
President in determining in reports on legislation of the relationship of 
the Department’s views to the program of the President and every 
report on legislation is submitted to the Director of the Bureau of the 
Budget for clearance in connection with a determination as to the 
program of the President, regardless of whether there are any physical 
implications in the bill or not. 

There is a technical implication. 

Mr. Praru. This is with regard to the program of the administra- 
tion generally. 

Mr. Price. There is a technical implication there. 

Mr. Peart. I think it speaks for itself. 

Mr. Pricer. I think it is a technical implication. It says there 
would be no need. 

Mr. Green. The Army determined that the peirs were absolutely 
necessary for mobilization. Then you sent it to the Bureau of the 
Budget. The Bureau of the Budget read your report and you saw 
where the piers were operated by a private concern during the Second 
World War and the Korean war but despite the fact that they were 
used exclusively for the war effort, the Bureau of the Budget just came 
to the conclusion that we should cet rid of those piers and they didn’t 
mean anything. 

But actually in the interest of national defense, it would be a very 
great mistake to get rid of these piers. 

Mr. Pricer. They have been used in each of the two World Wars. 

Mr. Peary. Under private management. 

Mr. Price. They were there to be used. 

Mr. Pear. There is no question about it. They were there and 
they were used and they were utilized well and they were an import- 
ant part of the general shipment picture. 

Mr. Price. So the Bureau of the Budget stretches a point there 
when they leave the intimation they weren’t used. They put in small 
print, ‘except through a private operator,’’ but they were there and 
they were there to be used. 

Now, if you let them go without any sort of restriction they may 
not be there the next time you need them. 

Mr. Becker. Would the gentleman yield? 

Mr. Price. Yes. 

Mr. Becker. Why wouldn’t they be there? 

Mr. Price. Because they are deteriorating and if they are letting 
without any restrictions, they may be used just for warehouse pur- 
poses and the piers may decay and fall into the river. 

Mr. Green. On top of that, if these piers were sold to private con- 
cerns, they are made up of about 30 acres on the docks and about 20 
or 25 acres in the rear used for warehousing. If somebody would buy 
that, they could sell the 25 acres in a land speculation deal and the 
piers would be inoperative. 

Mr. Price. You see, they are available for use now, but if the Army 
lets them go without any restrictions on their upkeep for piers as such, 
they may become warehouses and other land use to be used in connec- 
tion with them may diss appear or be used for other purposes and when 
the Army needs them again they just won’t be there ready for use. 

Mr. Doyie. May I inquire, Mr. Chairman. 

Please tell me when the policy of the Army, where you say you will 
not hold onto any property which you have no current use or need, 
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when was that determined? Since when did the Army develop that 
policy? 

Mr. Pear. I would say about 1954, Mr. Doyle. 

Mr. Doyuz. Then 6 months ago, in favor of holding onto that, you 
stated that in spite of the policy which you adopted in 1954? 

Mr. Praru. No, we were not proposing 6 months ago to hold onto 
it. We were merely proposing at that time that restrictions on the 
future use should be imposed under a sale. The policy not to hold 
onto property does envision the fact that there might be come restric- 
tions placed on the sale of property that is essential in the event of 
future —— 

Mr. Doyte. I realize that, Mr. Pearl, but when you did that 
6 months ago you had in mind inferentially and by reason of past 
experience, that you might need that facility again. Therefore, you, 
in your letter of July 30, 1958, copy of which I have before me, in the 
last paragraph thereof you said: 


The conveyance herein authorized shall be made for the sum of $4,500,000, the 
appraised fair market value of the property, paid by the city of Philadelphia. 


Now, this is the phrase I want to call to your attention: 


and shall be made on such other terms and conditions as the Secretary of the Army 
determines to be in the public interest. 

So, on July 30 I take ft, inferentially from that statement, by the 
Department ‘of the Army, that you still recognize that the Army had 
an anticipated need for this facility. 

Mr. Praru. No, sir, that was not involved at all because the letter, 
itself, says that accordingly, since there was no mobilization require- 
ment: 

The property is available for disposal without restrictions as to the use to be 
made by the purchaser. 

Mr. Doyue. Of course, but your last paragraph in the communica- 
tion—— 

Mr. Peart. In the draft substitute bill that was submitted, sir? 

Mr. Doyte. That is right. And you proposed that the Secretary 
of the Army have carte blanche authority in that draft of the bill to 
define what restrictions should be made on sale in order that the Army 
might have it available in the future. 

Mr. Peart. No, sir. My copy that I have here does not have the 
word “restrictions” in it. It may be that yours does, Mr. Doyle. 
Mine says: 

The conveyance shall be made upon such other terms and conditions as the 
Secretary of the Army determines to be in the public interest. 

Now, if the Secretary of the Army didn’t have the authority to 
put in any terms and conditions at all, he couldn’t, for example, 
allow for time payments. 

Mr. Doyte. I understand that, but I understand the public interest 
to be concerned with national defense, in the case of the Army. He 
had authority to put into that sale any condition in his judgment 
which was in the interest of national defense. 

Mr. Pearu. Terms and conditions of the sale in the public interest, 
but he would not be able under this, in my opinion, to put in any 
restrictions on the use of the property. 

Mr. Doyte. All right, let’s be technical, then. I am a lawyer, too. 

When you put in there, “public interest,’”’ you had the national 
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defense in mind, didn’t you? That is the public interest as far as the 
Army is concerned. My point is this, Mr. Secretary: On July 30, 
you proposed a draft bill that proposed that the Secretary of the 
Army, through the Secretary, should have the authority to put in any 
term or condition which he regarded in the interest of national defense. 

Now that is the condition under which you wanted to sell, or advised 
the sale of this facility. What made you change that opinion since 
July 30? That is just a couple of weeks ago. 

Mr. Peart. Our opinion hasn’t been changed. The Department’s 
position is exactly the same. 

Mr. Green. Now wait a minute. Your position is certainly not 
the same. Your position has never been the same. 

Mr. Doyue. It is just 2 months. 

My point is this: When you say your policy in 1954 became such 
that you didn’t want to hold onto any property unless you had a cur- 
rent need for it, in July 30, 1958, you wanted to hold onto the property 
under such terms and conditions, however, as might be put in there 
by the Secretary in the public interest, meaning that you wanted to 
have some term and condition in there so you could get the use of it 
if you wanted it. Isn’t that true? 

Mr. Peart. I don’t know. I know of no requirement, desire, or 
inclination on anybody’s part to put in any such restriction for future 
use and and the letter reported indicates that the Secretary says that 
it would not be done. 

The basis for it—the man who drafted this particular draft bill 
which you have before you copied the language from the act of August 
1, 1956, Public Law 902 of the 84th Congress, which provided for the 
disposition of the Stockton Air Force Station ‘and the Stockton annex 
of the Sharpe General Depot to the port of Stockton at fair market 
value. 

In that section it says: 

The conveyance herein authorized shall be made at the fair market value of 
the property as determined by the Secretary of the Army and shall be made upon 
such terms and conditions and shall include such reservations as the respective 
Secretary shall determine to be in the public interest. 

Now as I understand it, there was a meeting held at which I was 
not present, at which the representatives of the city of Philadelphia 
indicated that they wanted to know the price that they would have 
to pay for the property and in any legislation that was enacted, they 
wante ‘d a price set forth instead of leaving it as it was in the Stockton 
case, ‘fair value as determined by the Secretary.” 

This substitute draft bill was then made up to copy the Stockton 
case with which I am sure you are familiar. 

Mr. Doyuer. I remember that. 

Mr. Pear. (continuing): But also put in $4,500,000, omitting the 
reservations which were also authorized to be included in the Stockton 
port case, and leaving in only terms and conditions. 

Now if this committee wants to amend this substitute bill to say 
that, “Provided, however, That no such terms and conditions shall 
include any requirement for future use of the property’, we are 
perfectly agreeable to that type of amendment because we don’t 
intend for this to include that kind of restriction or use. 

Mr. Doyie. May I ask one more question, Mr. Chairman? 

Mr. Duruam. Mr. Doyle. 
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Mr. Doyte. According to your own testimony, the United States 
Treasury has made a net profit of $8 million-plus, on this facility. 

Mr. Price. In 37 years. 

Mr. Doy ez. I take it from what you say and from what I heard 
yesterday, one reason you don’t want to hold onto it or perhaps the 
Director of the Bureau of the Budget deosn’t want to hold onto it is 
because you might be concerned with an expenditure of $2 million to 
put it in shape. 

Would it be a fair suggestion that perhaps in view of the fact that 
the Treasury has received $8 million, net, that that fact should be 
taken into consideration equitably in the sale to the city of 
Philadelphia? 

Mr. Peary. The reason we don’t want to hold onto it is because 
we have no use for it. It is entirely unrelated to the question of 
profits. 

Mr. Price. Would the gentleman yield? 

Mr. Doyte. | yield. 

Mr. Price. That is a very disturbing point to me. You are just 
thinking of today. We on this committee are thinking about an 
emergency that may occur in the future and whether or not these 
piers will be accessible to military use. I think the Defense Depart- 
ment shouldn’t be thinking of today in business terms, but should be 
thinking of planning for long-range mobilization in the country. 

Mr. Prearu. That is a’ question, of course, of judgment, but if I 
could just finish up another line—— 

Mr. Green. Here is what you said 6 months ago: 

The Army is vitally concerned that the property involved be preserved as a 
waterfront facility primarily devoted to water shippers, 

Now what factors caused the Army to change their minds? 

Mr. Peart. That is what I was in the middle of saying a minute 
ago, Mr. Green. 

On February 12, 1958, we had this letter from the Bureau of the 
Budget and, of course, the Army position set forth in that letter from 
which you just read submitted on February 12 to this coinmittee is 
what the Bureau of the Budget was challenging. 

So under the impetus, if I may, of this letter from the Bureau of the 
Budget, the Department of the Army undertook a rereview, if you 
will, of these facilities, and the recommendations of the various people 
concerned were funneled through to the Secretary of the Army. 

Mr. Green. In connection with that, here is what the Bureau of 
the Budget said: 

We believe that the disposal of this property subject to a recapture-of-use 
right in the event of emergency is not advisable because experience has shown that 
the Government will obtain a greater return if the property is disposed of without 
restriction. 

In other words, the Bureau of the Budget ways, ‘“‘In order to get the 
most money for this property, we are better off letting the thing go 
without any restrictions,’ and they take absolutely no interest or 
concern in national defense. 

I don’t believe that the Secretary of the Army or the Army people 
think that this is a good thing. I think they are being directed by 
the Bureau of the Budget. 

Mr. Price. Mr. Chairman, I think the committee should get some 
representatives of the Transportation Corps of the United States 
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Army and some military people who do some planning for mobili- 
zation in the event of national emergency. 

Mr. Pearu. I spoke with General Besson, the Chief of Transporta- 
tion, this morning and he concurred in the view that this property 
could be sold without a restriction for future use. 

Mr. Price. I don’t see how anyone having anything to do with 
mobilization would reach such a decision. 

Mr. Praru. This doesn’t mean that the port facilities generally in 
the city of Philadelphia are not to be used. 

Mr. Price. They can’t be used if they are not going to be there to 
be used. 

Mr. GreEN. Let me quote further from the report of the Bureau 
of the Budget. They say: 

If the property is required for military use at some future date, the Government 
ean acquire such right by negotiation or condemnation. 

But the Government cannot acquire the right if it has been sold 
and buildings put up on it. Imagine the cost. It has 25 acres in 
the back. 

Mr. Price. I think we should get some considered opinion from 
the Director of Mobilization and let them be on record here and see 
just how they stand on these matters vital to the mobilization needs 
of the country. 

Mr. Dorie. May I ask one more question, Mr. Chairman? 

The thing that worries me, Mr. Secretary, is that 6 months ago 
the communication or report read by Mr. Green indicates clearly 
that the Department thought it ought to be held in some condition 
with some reservation in the event of an oncoming emergency. 

Now that was the position 6 months ago. Was it the opinion of 
the Director of the Bureau of the Budget that took the place of the 
expert opinion of the Army 6 months ago? 

Mr. Praru. No, sir. As I was saying 

Mr. Doyte. So that you will be better informed on the thing that 
worries me in this connection, the Army sends us up what we have a 
right to rely upon as an expert opinion. I certainly don’t claim to 
be an expert in this field. 

Now 6 months ago you indicated you might need it in the event 
of national emergency. Six months ago you say, “No, we don’t 
need it.” 

Now what caused that? Was it the Director’s letter? If it was, 
that is understandable. What was it? 

Mr. Peart. The Director of the Bureau of the Budget’s letter 
acted as an impetus as I say, for a further reanalysis and at that 
time—and I might refer to Army regulation 120-5 dated July 16, 
1957, which sets up the general framework for mobilization planning 
and this provides for mobilization planning at the lowest levels and 
finally if you go up to the Secretary level in this case, the recom- 
mendations were made by all the people concerned. 

There were recommendations from the Transportation Corps and 
their views as to what their requirements would be and as you know 
and all the members of this committee know, the concepts of shipment 
of supplies is a flexible thing. It has been under going changes recently, 
recommendations from the real-estate people, the Corps of Engineers 
with whom I am, as to what the property is and what it might be 
used for. 
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Finally, all this funnels in and one man makes a determination and 
it is his judgment and that is the Secretary of the Army. Whatever 
recommendations may have been made before, we now have the 
determination by the Secretary of the Army, after considering all of 
them, that there is no mobilization requirement in the property. 

Mr. Doy.e. In other words, if we had acted 6 months ago on this 
report from the Army, we would have acted on a report that had 
not been sufficiently and finally reviewed. That is true, is it not? 
Because you have changed your opinion. 

Now, what am I to conclude? You send us up a review 6 months 
ago in which you ask us to act. That is your judgment. Then 6 
months later you make another re-review and change your opinion. 
I can’t conclude otherwise, but that your first report was ill advised, 
not adequate, and not fully considered. Am I wrong? 

Mr. Pgraru. I would not say it was wrong, but I would say that 
since these concepts of mobilization planning are sbifting at all times 
and are undergoing continuous review, this isn’t the only one that has 
changed in that 6-month period and we know there will be other 
changes today and there will be other changes tomorrow. 

This one happens to be involved in legislation so you know about it. 

Mr. Price. Would the gentleman yie eld? 

Mr. Doyte. I have just one observation: It would be wonderful 
and it would relieve a lof of my worries, however, that when you 
send up an opinion like you did 6 months ago you put a little note on 
it and say, “This is not final.”’ 

Mr. Peart. It was final as of that day. 

Mr. Doy.e. Put a note on it and say, ‘When we re-review this, 
we may change our opinion.” 

Mr. Price. Upon receipt of word from the Bureau of the Budget. 

May I ask committee counsel a question? Mr. Kelleher, can you 
recall any legislative action from this committee in the last few years 
where we made conveyance of property from the Department of 
Defense to various municipalities and other groups where we did not 
carry some restrictive language in there? 

Mr. Ketiener. Yes, I can, although I don’t know that I could 
recall specific ones. Let me put it this way, Mr. Price: Where you 
make a conveyance for National Guard purposes for example, it is at 
no cost and, therefore, there are restrictions on it that in the event of 
emergency it will come back to the United States, for the use only, 
not title. 

Or if it is not used for National Guard purposes, then the title, 
itself, will revert. But when you have a fair-market-value price as is 
here, then the conveyance is normally—and we have had many of 
them—with no restrictions whatsoever. 

I think if I may vary from your question for judgment, on the 
substitute bill of the Army a conveyance would be made without any 
restrictions to the city of Philadelphia. Obviously, from the testimony 
the committee has, the city of Philadelphia is going to keep this as a 
maritime terminal so I don’t think that is a matter of concern. 

If you put restrictions on it, then you lower the price and you always 
have the right of condemnation. This will be a terminal, it will 
continue to be a terminal if conveyed to the city of Philadelphia. It 
will be a going facility in the event of another emergency and the 
Army merely has to file a map—it is that simple—in the district court 
to take title to that at the time it wants, or to condemn a leasehold. 
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It constitutes no problem, in my opinion. 

Mr. Green. They are not prepared to pay the amount of money 
asked and spend the amount of money necessary to put them in 
condition. 

Mr. Keuuener. Of course, this is a collateral issue. 

Mr. Brecker. I know you are involved in this and your colleagues 
from Pennsylvania and Philadelphia. 

There is a figure of $500,000 in here. You say that the city of 
Philadelphia is not in a position to pay that money over 10 years, 
at $50,000 a year. 

Mr. Green. The Army is asking $4.5 million. 

Mr. Becker. You are not talking about the bill, now? 

Mr. Green. We haven’t gotten to that yet 

Let’s just review the contradictory attitude the Army has taken 
on this matter. First, the Army entered into a long-term lease with 
the city of Boston. When Philadelphia followed that precedent, 
the Army reversed itself and they said, ‘‘What is good for Boston 
is not good for Philadelphia.”’ 

Then Philadelphia decided to follow the precedent established by 
the Army when it handled piers in Newark, which recognized ac- 
cumulated deterioration of the facility and placed upon the purchaser 
the responsibility for rehabilitating it and for preserving it in effective 
use for a marine terminal in the event of an emergency 

Again the Army reverses itself and says, ‘‘What is good for Newark 
isn’t good for P hiladelphia.”’ 

Why is it that Boston and Newark piers are necessary for national 
defense and the Philadelphia piers are not? 

First in answer to Mr. Becker’s question, the city of Philadelphia is 
not interested in buying these piers. We are perfectly satisfied to take 
a lease from the Army for $1 a year and operate the piers and keep 
them in a condition where in case of a national emergency they will 
always be available for the Army. We are only forced into this 
position because every time we turn around the Army changes its 
mind about the situation. 

Mr. Peary. In the report on H. R. 8153, which proposed the 
dollar lease to the city of Philadelphia, the Department indicated that 
if the committee proceeded to consider this leasing proposition, it 
should also consider the means by which property was made available 
at other ports, not only at Boston, and refer to the authority to sell 
the Newark piers in 1936. 

The piers at Newark were disposed of by sale to the city of Newark 
under the act of June 20, 1936—which was at Forty-ninth United 
States Statutes at Large, page 1557—and the purchase price under 
that was $2 million. It was for that reason we referred to the 
Newark situation. 

Newark represented a sale a fair value subject to a recapture in 
the event of need therefor during a war or emergency declared by 
Congress and provided that the city of Newark would be paid by the 
United States during any period of recapture 3 percent of the purchase 
price that had been paid by the city of Newark, 3 percent per annum 
paid by the city of Newark so when we recaptured the facilities during 
World War II, the city of Newark had paid toward the purchase price 
of $2 million an amount of money that resulted in their receiving 
$18,000 a year for the use of the piers by the United States during the 
entire period of World War II. 
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This action of a year ago amended the 1936 act to per mit the Port 
of New York Authority in the development of the piers to put in 
additional funds and be assured of a return to it, on the additional 
capital improvements that it made over and above ‘the pure hase price, 
because the act of 1936 merely provided for the United States to pay 
an amount of money based on the amount paid for the purchase of the 
property. 

So the formula adopted in the act of February 18, 1956, amending 
the 1936 act permitted the Port of New York Authority, the present 
operator of the Newark piers, to be paid a return on capital improve- 
ments that it puts into the piers. 

There is no question about it, we have always said and we believe 
that anyone owning a property that we need in the event of a future 
emergency should be encouraged to spend money on it and that they 
should be entitled to be paid while we are using the piers based on the 
amount of money that they have spent w ithout Federal aid. 

This is a regular formula i in airport disposals as I am sure you know, 
that whenever money is spent by a municipality without Federal aid, 
the United States pays rent, even though they recapture the fac ilities. 
They pay rent on that property which was added without Federal aid. 

The Newark situation as I say, was merely referred to as an addi- 
tional one that should be followed. But we also said at that time 
that the committee should consider the proposal to the port of 
Stockton which I referred to a minute ago. 

In answer to your question, I can say Public Law 902 of the 84th 
Congress, the act of August 1, 1956, provided for the sale of property 
to the Stockton port district at fair market value with no restrictions 
attached to it. Deeds have been executed and the property has been 
sold to the port of Stockton and there is no right of recapture or 
reversion or reentry by the United States. 

The deed as executed and the deal as finally worked out under the 
provisions authorizing the imposition of terms and conditions deemed 
necessary by the Secretary—in this case it was both Air Force and 
Army that were involved—involved permission for the port of Stock- 
ton district to make these payments over a period of time and that is 
the only condition that is in the deed. 

Otherwise they have free and clear title without any restriction. 

Now, if I can get back to refer for a moment to the Boston Army 
Base situation because much has been made yesterday and again 
today as to why Philadelphia is different from Boston. 

I think you are familiar with Boston in the sense that it has been 
before this committee many times, that we have a large and active 
facility at Boston. The Boston Army Supply Base is a big building 
that is being used right now. Adjacent to it isa pier. Not the entire 
pier was required for current needs. But even now we are using part 
of the pier in connection with regular Army activities at Boston. 

In 1954—well in 1953 is when it started, I guess—we found that to 
keep the Boston pier from falling into the river we would have to 
spend $11 million on it. Now the Boston pier had also been under 
lease but we had been losing money on the Boston pier. We hadn’t 
made money on the Boston pier but we had a current requirement for 
it, we had a definite mobilization requirement for the Boston pier in 
support of this big investment that we have in a large supply base 
and a large building that is being used there. 
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Mr. Green. At the same time, you had a mobilization requirement 
for the piers in Philadelphia. 

Mr. Peary. But we don’t any more. 

Mr. Green. It is just a recent change of mind? 

Mr. Pear. At Boston, we have a large building there that we own 
and have an investment in, and we have a current use. 

Mr. Green. You could just as well sit here and say you have no 
mobilization requirements for Boston, and you can sit here and say 
you have none for Philadelphia. 

Mr. Pear. Mr. Green, we are using part of the Boston pier even 
now. If it were determined by the Secretary of the Army that it was 
possible to divorce the pier from the large storehouse, or warehouse 
building that is at Boston, I guess it could be done. 

Mr. Green. You still have not told me what factors caused the 
Army to change their mind about the Philadelphia piers, in 6 months. 

The only thing that I can see that caused you to change your mind 
was the Director of the Bureau of the Budget. I think that is a very 
weak argument; that you are going to get more money from the piers. 

It doesn’t say you are going to get more money from the city of 
Philadelphia. The city of Philadelphia i is in the position to pay the 
$4% million that you say you have an appraisal for, and we never did 
get around to that. 

On what basis do you determine that the piers are worth $4% 
million? 

Mr. Peart. Do you mean the appraisal approach, Mr. Green? 

Mr. Green. That is what I am trying to find out. 

Mr. Lankrorp. How did you come up with the $4.5 million figure? 

Mr. Pear. We hired, by contract, an appraiser in the city of 
Philadelphia, a real-estate appraiser, who is a member of the American 
Institute of Real Estate Appraisers, and he, in the same way he would 
approach the valuation of any other property, analyzed this property 
and submitted a report to the district engineer, and the way he arrived 
at that was through the conventional—— 

Mr. Green. Who made the appraisal? 

Mr. Peart. The Samuel T. Hall Co., 1218 Chestnut Street, Phila- 
delphia, Pa. 

Mr. Price. Would a copy of that report be available for our records? 

Mr. Peart. I would have to find out from the Department. 

Mr. Price. Let me ask this question: Were these appraisers ex- 
perienced in marine facilities, or were they, more or less, real-estate 
appraisers who might be more qualified to appraise the value of ware- 
houses and factory sites? 

Mr. Peart. And Mr. Hall had associated with him another ap- 
praiser, Jerome H. Mallon. Now, I don’t know either one of these 
men, personally, but the district engineer in Philadelphia has a respon- 
sibility of selecting qualified people who are familiar— 

Mr. Price. Could you find out for us? 

Mr. Peart. I could read to you the qualifications of Mr. Hall, as 
attached to this report. [Reading:] 

Over 40 years of real-estate brokerage and appraisal business. 

Member of the American Institute of Real Estate Appraisers. 

Member, Institute of Real Estate Management. 

Member of the Society of Residential Appraisers. 

Member of the Society of Industrial Realtors. 

Former president, Society of Industrial Realtors, Philadelphia chapter 9. 
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Former president, National Institute of Real Estate Brokers. 

Former president, Philadelphia chapter, American Institute of Real Estate 
Appraisers. 

Former president, Philadelphia chapter, Society of Residential Appraisers. 

Past president, Philadelphia Real Estate Board. 

Former chairman of the real-estate board’s appraisal committee. 

Now a member of the executive appraisal committee of the Philadelphia Real 
Estate Board. 

Director of the National Association of Real Estate Boards. 

Past director of the Pennsylvania Real Estate Association. 

Director of the Girard Fire & Marine Insurance Co., member of the royalty 
group. 

Recognized as an expert witness in Federal and State courts. 

Mr. Price. If he has handled all those jobs in those particular 
organizations, he hasn’t had much time to do any appr aising. 

Mr. Becker. That might be over a period of 25 or 30 or 40 years. 

Mr. Doyte. Did you ever read a Congressional Directory? 

Mr. Becker. You fellows have been on here all morning. I have 
just a couple of questions. 

Mr. Price. I have something in connection with this. 

Mr. Pearl, could you give me some idea of the provision of the 
Department of the Army, relative to their feeling in the disposal of this 
property, what their feeling would be that if these piers were disposed 
of under the nonrestrictive-sales provision, if they were used exclu- 
sively for warehousing purposes rather than for marine operations and 
the piers were allowed to deteriorate, could you give me some ide: 
what the feeling of the Army would be in that connection? 

Mr. Prearu. Yes; we would say our judgment was wrong. 

Mr. Lanxrorp. Mr. Chairman, Mr. Pearl started to tell us how 
they arrived at this $4.5 million figure. 

Mr. Becker. I wanted to ask one question here earlier, and it’s 
simply this, and it has to do with Mr. Doyle’s question and the 
questions of Messrs. Green and Price. 

It has to do with the question of the change of position of 6 months 
ago to today. If my memory serves me correctly, you testified this 
has been before the Senate Armed Services Committee for almost 4 
years, or 3 years and over, and they made no determination for you 
up to this time; is that correct? 

Mr. Peart. That is correct. 

Mr. Becker. It was during that time you have been holding this 
thing up, and you can’t proceed with it, can you? 

Mr. Peart. That is correct. 

Mr. Becker. So, during this time, you have been in a position 
where the policy would have to be reviewed from time to time and 
new judgments made; is that correct? 

Mr. Peart. That is correct. 

Mr. Becker. So, if the period changed from 6 months ago to today, 
as you testified, that would be in line with the fact that you have not 
been able to do anything with the property whether you wanted to or 
not; is that correct? 

Mr. Pear. That is correct. 

Mr. Becker. So, all this question on what we are doing as to 
changing position or making a new determination, if you were not 
making a new determination from time to time, I think you would be 

subject to severe criticism. 

Mr. Pearu. I agree with you, sir. 
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Mr. Becker. So, all of this going on is not the fault—I am cer- 
tainly not trying to ‘place blame here, I am trying to determine where 
we are in all this discussion we have been having. You have had no 
opportunity to do anything except redetermine your position from 
time to time, because you are not able to dispose of it if you wanted to. 

I am going by the fact that this is still in the hands of the Senate 
Armed Services Committee, where this committee 3 years ago indi- 
cated they were favorable to disposal, but the Senate committee had 
not acted. 

So, I want to compliment your Department on the fact that you 
have been constantly redetermining your position in respect to that 
property and not just letting it stand idle on a decision made 3 or 4 
years ago, because you still have control of a situation. 

I wanted to get that point out because I think that is where we 
really are. 

Mr. Green. If you are going to get off that point, I would like to 
straighten it out. I think you are a little bit off the beam. 

The question of changing your mind over the years is one thing, 
but changing your mind on a particular use for these piers and saying 
6 months ago that these piers are vitally necessary in the interests of 
the national defense of the country, and then coming in here 6 months 
later and saying they are not necessary at all and that we can sell them 
without any restrictions, that is not a change of mind, that is an entire 
change of policy and a very erroneous one. 

Mr. Brecker. There is a question as to whether it’s a complete 
change of policy. 

Mr. Green. If the piers are sold without restriction and they are 
used for w arehousing and some of the land is sold off in speculation— 
he says then we made a mistake. 

Mr. Price. Is there danger of that happening? 

Mr. Green. There is no protection here. 

Mr. Becker. Mr. Chairman, may I continue? 

Mr. Duruam. Mr. Becker. 

Mr. Becker. I have just a few minutes. I won’t take 10 minutes. 

Insofar as I see it, all this attempt to hang onto property all the 
time whether or not it is being used, to me, is not a correct position. 

In view of the statement made by the witness—am I correct in 
this: You said to the Government, if this was needed in an emergency, 
in mobilization, providing it was continued for a pier and shipping 
purposes, that almost overnight with the filing of some papers in the 
Federal court, the Government could take control of that property 
immediately? 

Mr. Peart. If we needed it, yes, sir. 

Mr. Becker. I don’t see what you are worried about in that con- 
nection, 

If in your disposal of this property, the property is going to be 
maintained as piers, and as shipping facilities, is there any intention 
of that in the disposal? 

Mr. Peart. The dicision that Governor Brucker has made is 
that it is not necessary to put restrictions on the future use of the 
property, that we can take our chances, as it were, that if we do need 
them they will be there. And that is the very question on which I 

talked with General Besson this morning. He is the chief of transpor- 
tation. 
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Mr. Becxer. And he says they will not need them? 

Mr. Pearw. He cannot make the flat statement that they will not 
need them, but he said he is willing to take the chance that they 
will not be diverted to another use. 

Mr. Becker. Now, let me ask you this question—— 

Mr. Pzarv. So, in the event that they do need them, then they will 
be there. 

Mr. Becker. Now, taking the line of questioning from my right 
over here, assuming the extreme, that they will not be continued as 
piers, that they will be turned to warehousing and other facilities 
that will make them not available, I think that is what we have to 
look at. 

Mr. Peart. I think the answer to that is really this: We have 
spent in the last 50 years, roughly, about $100 million on channel im- 
provement in the De laware River to the port of Philadelphia. Cer- 
tainly, we haven’t spent $100 million for 3 piers. So that the future 
of the port of Philadelphia, I think, is such that if these particular 
piers aren’t there, there will be other piers that can be used for ship- 
ment through this very fine port which the city of Philadelphia de- 
serves a lot of credit for having improved recently and is doing a very 
fine improvement job right now on two piers. 

This channel is there, the port is there, and if by chance these 
particular piers should bé diverted to some other use, there will be 
other port facilities there. It is the concept of the Department’s 
thinking. 

Mr. Becker. Your speaking for the Secretary now and the Division 
of Transportation of the Army, is that, in the extreme, that these 
piers are diverted to entirely other use and are no longer used as piers, 
you will have necessary facilities in Philadelphia for mobilization 
purposes? 

Mr. Pear. That is the calculated risk that is implicit in the 
determination that has been made. 

Mr. Becker. And you are satisfied entirely to take that risk? 

Mr. Praru. Yes. 

Mr. Duruam. The thing that disturbs me on this point—yesterday 
the ICC Mobilization Branch Chief testified differently. I don’t 
remember his testimony in detail, but there was a meeting held by the 
Mobilization Planning Group—isn’t that correct? 

Mr. Kewiener. Yes. 

Mr. Duruam. And nobody dissented in this except the Army. 

Mr. Peart. If I understand Mr. Silver’s testimony, he represented 
the Interagency Port Utilization Committee. 

Mr. Duruam. That is correct. 

Mr. Peart. That is a coordinating group, if I may interject that, 
a coordinating group established under the Interstate Commerce 
Commission and the transportation-defense mobilization theory, and 
it is, as I say, a coordinating group. They have no jurisdiction or 
authority to designate facilities. Their function is to see to it that 
if, in the event of conflicting interests or conflicting requirements of 
different agencies, that these are settled by this Interagency Com- 
mittee so that if the Army has a requirement and the Department of 
Commerce has a requirement, the Maritime Commission, this Inter- 
agency Committee can see to it that the facilities are spread around 
so that both the Army requirement and the Maritime Commission 
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requirement are taken care of, and the Coast Guard requirements, 
and everybody else’s 

Now, if I understood his testimony correctly, his Interagency 
Committee approved, and concurred in the previous Army deter- 
mination, that there was a mobilization requirement for this property. 

Mr. Duruam. That is correct. 

Mr. Pear. In other words, he doesn’t get this in his committee 
until the Department of the Army has made a determination. It 
then goes to his committee and his committee, which has representa- 
tives of all the agencies, approves this particular allocation. 

And there, their jurisdiction ends. They have no authority, I am 
informed, to make any decisions or determinations as to what facilities 
should be placed in a mobilization reserve. 

Mr. Durnam. Are they not supposed to report directly to the 
Mobilization Director, who is set up and has authority in these 
matters? 

I may be wrong, but | think he reports directly. 

Mr. Peart. I believe they report through the Interstate Commerce 
Committee. 

Mr. Duruam. He is the Director of Mobilization? 

Mr. Pear. I couldn’t say, Mr. Chairman. I tried to find out a 
little more about their channels : 

Mr. Duruam. | think it is important because we have a conflict 
here. If he had no authority, as you say—evidently he does not sit 
down there and make decisions without reporting to somebody. 

Mr. Praru. Yes, but their reports are on coordination of require- 
ments that are submitted to them by the component departments. 
So that in this case they would have nothing to report to anybody 
unless the Army comes in and says that it has a mobilization require- 
ment. 

Mr. Duruam. I think with the world situation being what it is 
today, with the submarine menace which we have reviewed recently, 
it disturbs me quite a bit. 

If anybody has gone through that as we have, and knowing the 
necessity, and the ports not being taken into this position of need in 
the case of emergency, it is just not proper planning. 

Mr. Peart. As you know, the Department of the Army is con- 
cerned about this, and we have been just as much concerned about 
keeping certain te minals which others want us to give up as we are 
in giving up those which we feel we have no need for. 

Mr. Becker. Mr. Chairman, I have 1 or 2 questions and then I 
will be finished. 

I just want it clearly understood here that I have absolutely no 
position in this thing at all. I regret that 1 wasn’t here yesterday. 
I didn’t get the notice soon enough and had other plans. I would 
have liked to have heard all the testimony. 

However, I have no position, but it seems to me it comes down to 
one thing, always: When the Government goes to dispose of some 
property in any area, they either oppose it or the *y want to get rid of it. 

In other words, they take one position or the other. And the same 
thing applies anytime anything comes before this committee, disposing 
of property. 

I get back to one question, again. In 1954, I understand, this was 
declared or someone along the line said at that time they realized this 
property was surplus or that it was no longer needed. Is that right? 
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Mr. Peart. It was determined to be excess in 1954. 

Mr. Brecker. It was determined to be—— 

Mr. Peart. Excess to the needs of the military requirements. 

Mr. Becker. It was in 1954 and it was around that time when you 
came to the committees of Congress. 

Mr. Praru. In 1954 we had asked originally for a leasing arrange- 
ment, and then that was rejected, disapproved, and in 1955 we came 
up to the committees of Congress with the proposal to dispose of the 
property through the normal Federal Services Act, the Federal Prop- 
erty Act procedures of General Services Administration. 

Mr. Green. With restrictions. 

Mr. Pear. In 1955 there were no—this, too, has been a change 
from time to time, Mr. Green. In the original submission of disposal 
project No. 56, May 5, 1955, there were no restrictions included. 

Mr. Brecker. You had not restrictions? 

Mr. Peary. That is correct. 

Mr. Brecker. In the disposal project of 1955? 

Mr. Praru. That is correct. 

Mr. Becxer. How many times since 1955, now, until this present 
moment, has this picture changed? 

Mr. Prearu. We changed it once, and now it is back again with no 
restrictions. 

Mr. Becker. Six months ago you changed it to where you didn’t 
want to dispose of it? 

Mr. Pearu. Dispose of it subject to restrictions. 

Mr. Green. In 1956, the 1955 disposal project was amended 
certain respects. 

Mr. Peart. Disposal project 56 was amended 6 months ago, 
Mr. Green, at the time that the report you refer to was submitted. 
At that time, the disposal project was amended to indicate the new 
position as of that date. 

Mr. Becker. Requiring restrictions? 

Mr. Peart. Yes, sir. 

Mr. Becker. So, actually, now, you have made a change to the 
point where you are willing to dispose of it and take a risk? 

Mr. Peart. Yes, sir. 

Mr. Becxer. Whether or not this is maintained as piers, there will 
be other available facilities? 

Mr. Puaru. Yes. 

Mr. Becker. Let me ask this question: If we should have a national 
emergency and the port of Philadelphia is needed for mobilization or 
any other purpose, there will be little need for any civilian shipping 
anyway in the event of national emergency, and we need this for 
mobilization, and that you will have available other facilities. 

You are assuming that, are you not, in your plans? 

Mr. Pearu. Yes. 

Mr. Becxer. They are assuming that they will have other facilities. 
They assume civilian shipping will be reduced to the point where they 
will be able to take over anything they want. 

Mr. Price. We just want to be sure they have buildings available. 

Mr. Becker. I want the statement in the record that it is their 
position they are willing to take the calculated risk that they will be 
able to seize or take over any other facilities they need in the port 
of Philadelphia. 
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They will be adequate if you are able to take them over; is that 
right? 

Mr. Pear. That is implicit in this determination because nobody 
can assure, if the property is disposed of, nobody can guarantee an 
assurance in that sense— 

Mr. Brecker. My last point is, as you had an appraiser develop 
the price of this property—an estimated price of this property, I 
assume in the selection of these appraisers it is done in the same 
manner it would be done in any part of the country? 

Mr. Peary. That is right. 

Mr. Becker. You seek to the best of your ability the best qualified 
appraisers in that field, and you are willing that their report stand up 
in court anywhere else on the basis of their qualifications? 

Mr. Prearv. That is correct. 

Mr. Becker. I don’t think you put yourself in the position of 
taking nonqualified appraisers. 

Mr. Pearu. That is correct, Mr. Becker. 

Mr. Becker. I happen to have been one myself for a great many 
vears in the State of New York, so I wouldn’t want to see you in the 
position of taking on maritime property on the basis of warehouse or 
residential property, or something like that. 

It is your opinion the appraisers are qualified? 

Mr. Peart. Yes, sir. 

Mr. Price. When was the last set of piers built in Philadelphia 
Harbor? 

Mr. Peart. Do you mean other than Government? 

Mr. Price. Anything; Government, or otherwise. 

Mr. Peart. I don’t know how many new piers were built, Mr. 
Price, but I know the city of Philadelphia is right now engaged in a 
program of improving port facilities. 1 have a note on the number 
of piers upon which they are working. I am sure they can give you 
better information. 

Mr. Price. You made a statement a moment ago there would be 
other facilities available, but the history has been that there is less and 
less building of substantial piers in large harbors as the years go by 
and the old ones are deteriorating. 

Isn’t that about the fact of the matter? 

Mr. Peary. On January 5, 1958, there appeared an article in the 
Philadelphia Inquirer indicating that the city had the day before 
announced the purchase of 32 acres of vacant riverfront land near the 
Walt Whitman Bridge as part of a site for a new $15 million self- 
sustaining general cargo marine terminal. 

Mr. Price. Is that under construction now? 

Mr. Pearu. I don’t know how far it has gone. 

Mr. Price. This would indicate that the city is the interested 
party in developing that harbor. 

Mr. Peart. There is no question but what they are interested. 

Mr. Pricr. And you should give encouragement to the city. 

Mr. Green. There is no other facility in Philadelphia anywhere 
near this capacity. 

Mr. Price. Is anyone able to indicate when the last set of piers 
were built in the Philadelphia area? 

Mr. Green. Mr. Schauffler represents the city of Philadelphia. 
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Mr. ScHauFFLER. Mr. Price, the last pier was built in Philadelphia 
in 1951. It is a pier tiwth only about a quarter of the capacity of the 
facilities that we are talking about here today. 

Mr. GREEN. On what basis do the appraisers arrive at $4.5 million? 

Mr. Peart. In using the conventional approaches to value, he 
considered first the cost; he first considered the cost approach, and 
through the cost approach he came up with this value. 

As you know, in the cost approach you figure the approximate re- 
placement cost, or depreciated value of the improvements and add to 
it the value of the land. 

In that connection, I would like to point out for the committee’s 
information on the record that this 25 acres that everybody has been 
talking about across the road from the piers, itself, is vacant land, to 
which has been attached a value of $750,000 for this vacant land alone, 
and from my own analysis of the price paid by the city of P hiladelphia 
for the other property and of the analysis of this report, there is no 
doubt in my mind but that this piece of vacant land by itself has a 
value of $750,000. 

This really leaves us then, considering the remaining 30 acres, 
roughly, of land and piers that are on the waterfront, and the question 
of what their value is. 

Mr. Green. And what their use is intended for. 

Mr. Peart. In addition to the cost appraisal, it went then into the 
income approach, determining the income or investment approach, 
with the idea of how much an investor would be warranted in putting 
in the property and how much he could take out of it, and in this, 
incidentally, I might point out that he did figure right in his appraisal 
that real estate taxes would have to be paid on the property just as 
on any other property, as one of the expenses, and again he came up 
with a $4.5 million appraisal. 

Now, if it is the desire of the committee, we are prepared to bring 
the appraiser down and let the appraiser himself testify as to his value 
and his judgment if the committee should desire it. 

I would certainly prefer that to merely giving a copy of the appraisal 
for the record. 

Mr. Duruam. I think that is important, of course, because this 
whole thing involves a disagreement on the value of the property. 

We, of course, as a committee must have some advice from some- 
body before we act on a matter as important as this. 

The other thing I would like to also have before the committee, and 
I think the counsel can secure that, is a letter from the Mobilization 
Director as to their position in this matter. 

As I say, it concerns me a little bit because some of us have to sit 
on this other committee and have seen some of the things that are 
going on today on our east coast which is not well to look at and 
know about. 

When we face matters like this which might happen overnight, I 
think for the safety of our own country we have to take in the whole 
picture. 

I would prefer that the committee, if there are no further questions 
this morning, at its convenience, secure your appraiser who made this 
determination of cost, or of value, and also secure a letter from the 
Mobilization Director and clear up these points of disagreement. 

If that is agreeable to the committee, I think we should do that 
before we take further action. 
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Are there any further questions? 

Mr. Lanxrorp. I would like to ask if the $750,000 valuation placed 
on the vacant land, was that land appraised as a separate entity or 
appraised as a part of the complex, of the pier complex? 

There could be a difference there. We are talking about maintain- 
ing these piers as pier facilities and not turning them over to some other 
use. 

Of course, the land would have probably more value if it were turned 
over to some other use. 

Mr. Pear. Well, Mr. Lankford, this appraisal was made, and what 
I have referred to here as the value, was made on the basis that the 
property would have no strings attached to it when it went into the 
hands of the purchaser, and for that reason it is just considered as 
vacant land without relationship to its part— 

Mr. Lanxrorp. A separate entity by itself without being related 
to the piers? 

Mr. Prarv. Of course. 

Of course, the appraiser has taken into consideration separate and 
apart from this, and can take into consideration the depreciation in 
value if you will, or the reduction in price that should come with any 
restrictions on the use of the property. 

There is no question about it that the price the purchaser would pay 
would be reduced, if there were restrictions on the property, and this 
vacant land, for instance, had to be kept as a part of the waterfront 
facility. 

Mr. LaAnkForpb. One other question, Mr. Pearl: Did he take into 
consideration the deterioration of the piers? 

Mr. Pear. This is in an “as is” condition, taking into considera- 
tion that extensive repairs as indicated in the survey that had previ- 
ously been made would have to be accomplished. 

Mr. LANKFrorp. In other words, then, the true valuation would be 
$7 million; is that correct? 

Mr. Praru. No, sir, I don’t think you can merely add the amount 
of money that would have to be invested to the value “‘as is.” 

In other words, it is entirely possible that investment of $1,700,000 
might cause an enhancement in value of the property greater than 
what you have put in. On the other hand, it is possible that an in- 
vestment of $1,700,000 might enhance the value of the property 
something less than that. 

The value of the property on the market today in its “‘as is’”’ condi- 
tion is considered to be $4.5 million. 

Now, we have not had any appraisal made assuming any repairs or 
any other structural changes to the property. 

Mr. Duruam. I suppose you also took into consideration the im- 
portance of all the traffic going through this facility? 

Mr. Peary. That had a direct bearing on the investment or incre- 
ment approach to value, Mr. Chairman. 

Mr. Duruam. If this thing goes into real-estate hands and it is 
sold, land in an important place like that is just not available unless 
you’ve got it and the development of the city over hundreds of years, 
you don’t think of it just in terms of years, it is an important matter 
for a committee of Congress to consider. 

The city has to grow and it can’t grow without land. We can make 
more ships and everything else, but we can’t make more land. It is 
not very easy to do it. 
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Mr. Krrentn. Mr. Chairman, I have several questions but they are 
rather detached from the present line of thinking. I have one in that 
connection, if I might be allowed to ask it at the present time. 

In requiring this appraisal, that appraisal was not acquired on the 
basis of the substitute bill that the Department is now suggesting that 
we pass here? 

Mr. Peart. No. 

Mr. Kircutn. As I understand it, the substitute bill now answers 
the questions of Mr. Becker and the questions that have been batted 
back and forth in this colloquy, surmising that in some way the prop- 
erty would get into the hands of a private purchaser and that the piers 
would be allowed to deteriorate and go down in such a condition that 
it would not be available in the event of an emergency or under any 
recapture provisions, condemnation, or otherwise. 

But as I understand it, the Department is testifying in behalf of the 
substitute bill, which is a sale to the city of Philadelphia, for a certain 
amount without restrictions. 

Now, I think the appraisal is made under the substitute bill—and 
I am not sure in my own mind that the $4.5 million is a fair appraisal, 
but under the substitute bill it is a sale to the city of Philadelphia, 
and it is assumed that the city of Philadelphia will utilize this as a 
marine terminal. 

So, we get out of this péssibility if the bill that has been offered as a 
substitute were adopted, we get out of the possibility that these piers 
would be allowed to deteriorate, that they would be there, because 
the bill says they are for sale to the city of Philadelphia for so much 
money. 

Now, in considering the appraisal of this property, the appraisal 
was not made on the basis of the substitute bill but the appraisal was 
made on the basis of the value to anyone purchasing, and not the city 
of Philadelphia? 

Mr. Pear. That is correct. 

Mr. Kircutn. Now, may I ask you this question: Has the Army 
considered all factors, intangible, and otherwise, as to a fair value of 
the property under the provisions of the substitute bill, which is a 
sale to the city of Philadelphia? 

Mr. Duruam. Will the gentleman yield at that point? 

Mr. Kircutin. Yes. 

Mr. Duruam. That is the other point that disturbs me. The city 
of Philadelphia is guaranteeing $24 million to keep this up. We 
don’t have anything to assure that. 

Mr. Peary. The appraisal is made to determine the so-called fair 
market value. 

We start with the appraisal for the fair market value of the property 
for sale, as you say, to anybody, because there have been many in- 
stances where property has been authorized to be sold by Congress, 
by the individual departments at fair market value as determined by 
by the secretary. 

In anticipation of something like that in this case, we got an ap- 
praisal. Although we had the property available for report to 
General Services Administration and that would be the normal way 
to do it, as indicated in the departmental report, neither the Bureau 
of the Budget nor the Department of the Army is insisting that this 
property go to General Services Administration for sale on the open 
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market. We agree that it is a good idea to turn it over to the city of 
Philadelphia, and we agree that there should be no further negotia- 
tion, bidding, or auction or what have you, that the property can be 
sold to the city of Philadelphia at a price of $4.5 million. 

That is based on the fact that there would be no restrictions on the 
use of the property and that the city of Philadelphia would be standing 
in the position of anybody else buying the property for any other 
purpose. 

The fact that they are going to actually use it for port facilities 
does not mean that 20 or 30 years from now they could not divert it 
to some other use. Therefore the price to be paid, we considered, 
is the price to be paid by anybody who acquires the property, without 
restriction as to use. 

Now, we have taken into consideration, because there were bills 
pending, we took into consideration what effect some of these restric- 
tions would have: recapture in the event of mobilization, restriction to 
use for marine purposes only. 

We have had those taken into consideration if those restrictions 
were to be placed on any sale of the property. But that is not taken 
into consideration in the substitute draft bill that has been submitted 
by the Secretary of the Army, which he says he would go along with. 

Mr. Kircutn. Then let me ask you this; if you can’t answer it, 
don’t. I don’t mean to put you on the spot. 

But under the draft of the proposed bill that the Department of the 
Army is asking that this committee consider and adopt in opposition 
or in substitution of this H. R. 12640, the price remains the same, in 
that particular bill, if you would sell ‘it to anybody for any use that 
. they care to make, and no intangibles of possibility, would you ever 
need this facility, has been taken into consideration in the drafting of 
this proposed legislation? 

Mr. Prearu. That is correct, Mr. Kitchin. 

Mr. Green. He is saying that the future of the national defense 
of the Nation is going to depend upon Philadelphia building piers 
either now or later that they can some day come in and get if they 
needed them. 

Mr. Kircuin. That is my understanding of what he is not neces- 
sarily saying but inferring. 

Without getting into further argument, Mr. Chairman, one question 
I would like to ask. I understood in the original testimony there has 
been a net profit to the Government of some $8 million over a period 
of years. 

Mr. Peart. Yes, sir. 

Mr. Kircurn. Under the terms of the lease that have been in effect, 
at least up until April 30, 1958, what were the terms of that lease 
with reference to what the Gevernment paid for the use of these piers 
to the private corporation? 

Mr. Peary. We never paid anything for the use of the piers be- 
cause we never used them as such. 

Mr. Krrentn. Didn’t you use them during World War II? 

Mr. Peart. It was done under contract operation, private use, and 
there was no specific Government use of the piers as such. It was 
the same as on any other pier facility. 

Mr. Kircurn. Did it cost the Government any dollars to use the 
pier? Under contract or otherwise? 
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Mr. Pear. In the contract with whoever was shipping through 
there, yes, sir, but to answer your question directly, I don’t know if 
anybody can break down what the cost was toward the use of these 
particular piers. I don’t have the information. 

Mr. Krircuin. But there was during World War II some 2 or 3 
years or approximately thereabout, and during the Korean conflict of 
2, 3, or 4 years, actual operation from those piers, paid for by the 
Government under contract or otherwise; is that right? 

Mr. Pearu. Except this, that the lease itself—as I say, the primary 
shipments were made by operators in the normal change of commer- 
cial operation, but the lease itself provides—and this provision is still 
in existence 

The lessee agrees that vessels owned or operated by the War Department shall 
have free use of the piers, free dockage and wharfage in each and every instance, 
and War Department business shall at all times have prior right-of-way over all 
other vessels, anything else in this lease to the contrary notwithstanding. 








And then there are other provisions that the lessee shall not interfere 
with the use of the piers by the War Department. 

Mr. Kircurx. What percentage of the shipping from those partic- 
ular piers during World War II and the Korean conflict was done by 
Government-owned vessels and what percentage under private vessels 
under contract? 

Mr. Prart. I don’t have that information. 

Mr. Green. They were used exclusively? 

Mr. Kircuin. The point I am trying to make is, out of this $8 
million net derived from Government-owned piers in the city of 
Philadelphia, no figures have been given on the use of that Govern- 
ment facility during those 2 wars where it did cost the Government 
money under those ; private contracts to docks and to use these piers 
during that period. 

The point I am trying to make, Mr. Pearl, is, although there is $8 
million net shown in rental and upkeep, there has actually been 
spent by the Government for the utilization of their own property 
certain moneys. 

Mr. Peary. Well, there may have been, sir—— 

Mr. Kircuin. It would affect the so-cailed net profit of $8 million. 

Mr Peart There may have been some. I am not prepared to 
say what it was. 

Mr. Becker. Would the gentleman yield? 

I would like to just pursue that. | know what you are getting at 
and I am very much interested. Would not that same rule apply 
to any shipping by Government on any private ship? The price 
they would have to pay for that shipping would be included in the 
contract price with the shipping company for the use of piers. That 
would apply whether in an emergency or not, isn’t that correct? 

Mr. Krrcurn. I think so. 

Mr. Brecker. I think what they are doing here is merely showing 
that the profit over 33 years was some $8 “million direct ‘cash paid 
out in expenses and net profit—an $8 million net profit ae on the 
shipping, I think the same rule that you are pursuing now would apply 
to any shipping the Government would do, on any contract line. 
There would be a cost involved for pier usage. 

Is that correct? 

Mr. Pearu. Yes, sir. 
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Mr. Kircuain. The point I am trying to make is, though, that 
almost exclusively during this period of World War II and the Korean 
conflict, these piers that are now under consideration by this com- 
mittee were used exclusively by that type of shipping, and we were 
paying actually under those contracts, char ges for the use of Govern- 
ment facilities which had been rented to a private organization. 

So, if you would deduct from the $8 million the cost of the use of 
those Government piers, for which the Government was paying 
during those periods, I believe the $8 million would be somewhat less. 

Mr. Reep. Mr. Schauffler, can you answer that? 

Mr. Scuaurrier. Mr. Kitchin, I think the point is that during the 
Korean emergency and during the Second World War, the Govern- 
ment by reason of the fact that it owned these piers, had the rent-free 
use of them. 

Now, it paid the operator a fee for moving the cargo across the piers, 
but during those periods it did not pay any rent for the use of the 
piers themselves, so that actually the return to the Government over 
the entire life of the piers should reflect not only the $8 million which 
Mr. Pearl referred to, but also the rent-free use of the piers during 
their exclusive dedication to defense cargo handling in the Second 
World War and Korean emergency. 

Mr. Krreury. I will agree with you on those ships owned by the 
Government, because that is the term of the lease, but Mr. Pearl’s 
answer to my question was that that did not include those private 
vessels under contract for Government shipping that were going in 
and out of this port, which I understood from the comments of Mr. 
Green, that that type of shipping was done from these piers during 
these two conflicts. 

Mr. ScHaurrier. Where it was a privately owned vessel where it 
was handling defense cargo shipments, Mr. Kitchin, the Government 
did not have to pay in effect any rental for the use of the piers during 
the Second World War and the Korean emergency. 

Mr. Krrcuin. Well, I hope that is right. If that isn’t correct, let’s 
go back and correct the record under these private contracts. 

Mr. Peart. I would like to bring out one other thing which I think 
bears directly on this: The lease further provides that should suen 
use—meaning by the War Department owned vessels—of the piers 
and/or warehouses by the War Department, or the repair, recondi- 
tioning, or improvement of the premises by the War Department or 
the United States Maritime Commission, seriously hinder or impair 
the operation of the premises by the lessee—there shall be an abate- 
ment of rental in an amount to be agreed upon by the parties hereto. 

So that if there was any real exclusive use or substantial use that 
would interfere with the lessee’s abiJity to make profit, he would have 
been in and did come in and get a reduction in the rental, so it is 
already reflected in these figures. 

The only thing not reflected is the cost that might have gone into 
these private shipping contracts, because they in turn had to pay 
for wharfage when they came in because they were not Government- 
owned vessels. 

Mr. Krrenurn. That is all I have. 

Mr. Duruam. Thank you very much, Mr. Pearl. 

Now, with the suggestion that Mr. Kelleher get the appraiser down 
here and also get the letter referred to, we will resume the hearings 
as soon as possible. 
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Mr. Brecxer. Mr. Chairman, I have just one brief question. 

Since 1954 when the Department indicated they wanted to dispose 
of property, have there been any prospective bidders or seekers to 
purchase this property? 

Mr. Peart. I know of none, Mr. Becker. 

Mr. Becker. There have been no outside private interests shown in 
this property? 

Mr. Peart. The present lessee has indicated that if it was put on 
the market, this corporation now leasing the property might be in- 
terested in taking it over, but this is a nebulous sort of thing, too. 

Mr. Becker. They are the only ones who have evidenced any 
interest in the particular property? 

Mr. Pearu. To our knowledge; yes, sir. 

Mr. Duruam. I think that was testified to yesterday. 

Mr. Becker. I am sorry I did not hear it. 

Mr. Byrne. Mr. Pearl, did you make up this report? Did you 
revise the bill? 

Mr. Pearu. No, sir; I did not. 

Mr. Byrne. Have you ever seen the piers? 

Mr. Pear.. Yes, sir. 

Mr. Byrne. How long ago. 

Mr. Peart. Do you mean when was I up there to see these piers? 

Mr. Byrne. Yes. ° 

Mr. Peart. I think it was just about December of 1957 or January 
1958. 

Mr. Byrne. This bill was introduced in May. To my recollection 
we had requested report of the bill immediately after the bill was 
introduced and we kept calling and calling and calling, and finally 
at the last hearing we had here I brought to the Chairman’s attention 
that the report had not arrived. 

Then, after request was made, it took at least 6 or 7 days to finally 
send the report up. 

Why did it take so long, and how many people had to have their 
finger in this pie before the report was finally completed? 

Mr. Peart. Well, I don’t know if I can give you numbers of people, 
but the Chief of Engineers has the responsibility for real estate gen- 
erally, so that this being a real-estate matter, the primary respon- 
sibility for developing the information necessary for a departmental 
report rested upon the Chief of Engineers; and since I am in that office, 
it fell to my lot to work on the initial spadework. 

We report, of course, through the Deputy Chief of Staff for Logis- 
tics of the Army Chief of Staff, and that was the next echelon to 
which it went. 

Then, from there, of course, it goes to the Office of the Chief of 
Staff, and this in the meantime is coordinated with other technical 
services, such as the Chief of Transportation and the Comptroller 
of the Army, and any others who might have an interest, so the Chief 
of Staff gets the views of all the staff components. 

At that point, we have developed what we call an Army staff posi- 
tion. And the Army staff position then goes forward to the Assistant 
Secretary of the Army, in whose area of responsibility this falls. 

In this particular case it was forwarded to the office of Mr. Dewey 
Short, who is Assistant Secretary of the Army for Civil-Military 
Affairs. 
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It then received further review in his office, and of course he con- 
sults with the Office of the General Counsel. 

Then, finally, after it has received final review and has been revised 
in accordance with any requests made at any of these echelons I have 
just mentioned, it is presented to the Secretary of the Army himself, 
and in this particular case it was presented to the Secretary of the 
Army, and manually, I understand, signed by him on the evening 
before the date it was physically delivered to this committee. 

Mr. Duruam. It had to go in the Bureau of the Budget, did it not? 

Mr. Ketiener. No, this didn’t. 

Mr. Bennerr. Mr. Chairman, could I ask one question. 

The only question I would like to ask is, if the Army has decided 
they do not wish to retain this for its mobilization value, why wouldn’t 
it be better in the interest of the Army and the country generally to 
dispose of this piece of property like any other piece of property is 
disposed of by going into surplus and GSA and keeping it generally 
on the market for a buyer? 

Mr. Peart. Mr. Bennett, that is exactly what we have been asking 
them to do for 3 years, now. 

Mr. Bennett. But you didn’t in this bill you are presenting to the 
committee. 

Mr. Peart. This bill represents a compromise as I understand it. 
I did not draft it. I wasn’t present at the meeting that led up to it. 

do understand though that there was a meeting. I don’t know 
which members of the Philadelphia delegation were there. 

Mr. Byrne. That is a year ago. 

Mr. Prart. I am talking about a week or 10 days ago. 

Mr. Bennett. You are telling me then that the Army or the 
Department of Defense would pre ‘fer a system of disposing of it on the 
general market through GSA, is that correct? 

Mr. Peart, I can’t say that the Army would prefer it because the 
Secretary of the Army has made a decision that in this case we will 
go along with a disposal to the city of Philadelphia. However, as a 
matter of general principle, as a matter of general policy, we stand with 
the Bureau of the Budget and the General Services Administration 
for the integrity of the Federal Property and Administrative Services 
Act, that all excess properties should be disposed of under the pro- 
visions ot that general legislation. 

Mr. Byrne. The Director of the Bureau of the Budget had some- 
thing to do with this also. 

Mr. Peary. This report that is before this committee now, the 
July 30, 1958, report, and the substitute proposed draft bill, was 
submitted to the Director of the Bureau of the Budget at the same time 
it came to this committee and it was submitted to the Director of the 
Bureau of the Budget for a clearance as to the relationship to the 
program of the President. 

As of 9 o’clock this morning, the Director of the Bureau of the Bud- 
get had not yet indicated a clearance of this report. It is over there 
now. 

Mr. Byrne. In other words, Mr. Pearl, the revised bill says, 
“Philadelphia wants it, we can’t get any bids, so we will try to get 
the high dollar. Then if we need them, we don’t have to have that 
mobilization clause in there, we can come in and get them.” 
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We can get them at any time we want to. I don’t see why we should 
have had to pay the high dollar. 

Mr. Green. [ can’t understand why you are attempting to be 
cute here. 

You appraise the real estate with no consideration for the interests 
of national defense, with no consideration for anything except what- 
ever the property may be able to be sold at, in a speculative real-estate 
deal in the future, with 25 acres on the other side, and you say, ‘‘that 
is worth $4.5 million.” 

You could never arrive at an appraisal of $44 million if you kept in 
mind the interests of national defense and wanted to keep these facili- 
ties in a standby condition for national emergency. 

Mr. Peart. No, as I said before, we did have a separate estimate 
made as to what the effect would be of the imposition of such condi- 
tions. The appraiser has taken that into consideration and come up 
with a separate estimate. 

Mr. GREEN. It is quite possible somebody might go in and buy this 
for $4.5 million. The piece of ground appr aised at $7 50,000 could 
be worth $2 million for some change in zoning for some particular 
purpose and you wouldn’t have the. piers available in the interest of 
national defense when you needed them and you also said that you 
are depending upon Philadelphia building piers in the future that you 
are going to be able to gét because there are no available piers. 

Mr. Prart. No, sir; ‘what I said was that we would take the risk 
that these piers will be available. Mr. Becker presented the question 
of considering the extreme situation and suppose they are not available. 

Then I said, if that is true, then we would depend upon other 
facilities in the port—if that very extreme unlikely situation came up. 

Mr. Green. If they are allowed to get into private hands and 
deteriorate further and $2% million isn’t spent for maintenance to 
fix them up, by the time you come back to try to get them, it will cost 
you 10 or 12 million dollars to fix them up. 

Mr. Peary. We recognized that and we recognized also that these 
piers might not be available as pier facilities for use of shipment of 
cargo and personnel through a marine terminal, if they were sold 
without any restrictions. 

However, the Secretary of the Army says we have no need for them 
in the event of a future mobilization so this secondary question be- 
comes unimportant. 

Mr. Byrne. What was your other estimate? You mentioned an- 
other estimate. What was that estimate? 

Mr. Peary. The appraiser was asked to indicate bis opinion of 
what the imposition of these restrictions would do to the value and 
the appraisers indicated that if the property is limited for use as a 
marine terminal, not to exceed 10 years, there would be no diminution 
in his fair market value estimate of $4.5 million. 

But if the restriction was beyond 10 years, he felt this would 
diminish the value by between 40 and 60 percent. 

He also felt—and we concur in that estimate—he also felt that if 
the property was sold subject to the right of the United States to 
reenter the property in the event of a mobilization, subject to this 
reserve clause, there .,vuld be a further reduction in value by some 
40 to 60 percent. That would be less than $2 million, subject to 
restrictions. 
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Mr. Byrne. Thank you, Mr. Chairman. 

Mr. Peary. Mr. Chairman, would you like to set a date now for 
the meeting? 

I can contact our appraiser and see if it would be convenient for 
him to be here at the time you set and then I can advise Mr. Kelleher 
if he can make it. 

Mr. Duruam. Friday morning at 10 0’clock. 

Mr. Pearu. And I will advise Mr. Kelleher confirming the arrange- 
ments. 

Mr. Duruam. The meeting is adjourned. 

(Whereupon, at 12:05 p. m., the subcommittee adjourned to re- 
convene at 10 a. m. Friday, August 8, 1958.) 


House or REPRESENTATIVES, 

CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 3, 

Washington, D. C., Friday, August 8, 1958. 

The subcommittee met at 10 a. m., in room 313-—A, Old House 
Office Building, Washington, D. C., Hon. Carl T. Durham (chairman 
of the subcommittee) presiding. 

Mr. Duruam. The subcommittee will come to order for continuation 
of hearing on H. R. 12640. 

We have before us this morning a former member of this committee 
who served here many years, who was very valuable in solving many 
of the tough problems before us. We have another this morning. 
We are glad to have you back, Mr. Secretary. Do you have a state- 
ment to make in regard to this present bill? 


STATEMENT OF HON. DEWEY SHORT, ASSISTANT SECRETARY 
OF THE ARMY, ACCOMPANIED BY SHERRY MEYERS, OFFICE, 
GENERAL COUNSEL, DEPARTMENT OF THE ARMY; COL. DAVID 
CHAPLIN AND LT. COL. ERNEST FISCHER, OFFICE, ASSISTANT 
SECRETARY OF THE ARMY, AND MILTON A. PEARL, OFFICE, 
CHIEF OF ENGINEERS, UNITED STATES ARMY 


Mr. Snort. Mr. Chairman, I have no prepared statement. I would 
like to say it is always a pleasure to meet you gentlemen in committee 
or out of committee, anywhere, at any time. This is a thorny, knotty 
problem that confronts us. We have plenty of them every day. As 
you know, these piers, or the land on which they are built, in 1921 
was acquired by the Government, 53 acres, at a cost of about $506,000. 
Then the piers were not completed until after the close of World 
War I. 

In 1921 we improved 30 acres fronting on the river at a cost of 
$12,850,000, which means the Government really has an original 
investment of a little more than $13 million in these piers. 

We have never had a need of these for a mobilization base. In fact, 
the piers were leased by the old Shipping Board and later I think by 
the Maritime Commission up until 1954, when the 10-year lease 
expired. Then after the amendment in 1951 that provided a guaranty 
of $250,000 per annum, based on a graduated percentage, we leased the 
piers to the Philadelphia Piers, Inc., and in a 46-month period we 
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collected less than $2 million. Six hundred and sixty-one thousand 
dollars was added for maintenance. When you deduct that from 
the $1,817,000 we collected from the lessee, it gave us a net of 
$1,155,000. In addition to that, we collected $20,000 in rent for 
a little cafeteria. 

The taxpayers of the Nation who invested $13 million originally 
did collect over a million dollars in revenue in the 46-month period. 

I need not tell you gentlemen that the Army and the other armed 
services, too, have been rather severely criticized and Congress itself 
has received some criticism for not doing something about it. We have 
been criticized in holding onto a lot of real estate and property for 
which we have no need,. taking it out of taxation. 

Mr. Duruam. I have done that myself. 

Mr. Snort. That is right. The policy of the Defense Depart- 

ment—and the Army is just one of the branches of the armed services 
working under Defense, and Defense of course is checked pretty closely 
by the Bureau of the Budget—but the policy of the administration 
and the Bureau of the Budget, which is at the right hand of the Presi- 
dent and the Secretary of Defense, is this. They have directed and 
made it pretty clear that all armed services should dispose of every 
piece of real estate and property unless it was absolutely needed for 
our national security. 

The position of the Department of Defense and Bureau of the 
Budget is that these piers are no longer needed, and the Army concurs 
in that opinion. We should dispose of the piers without any restric- 
tions, strings, or anything attached to it. In fact, we were strongly 
convinced in 1955—that is 3 years ago now—that we had no further 
need, that the Government should try to salvage and get back the 
fair market value of this property to turn into the Federal Treasury. 
Our debt is going up and we are ending with frightening deficits. 

So we submitted to both this committee and the Senate Committee 
on Armed Services the proposition that we would declare these piers 
excess. Whenever a branch of the armed services, any one branch, 
declares a property excess, has no need, first they go to the other 
services. We have coordinated our action with both the Air Force 
and the Navy to see if they had any need. The Department of the 
Army was designated by the Department of Defense as the agent to 
deal with this problem. After clearing with the other services, we 
were going to declare it excess and turn it over to GSA. This House 
Committee on Armed Services interposed no objection in 1955 but 
the Senate has held it up and they have never acted on it. 

That is the present status of the thing. The Secretary of the Army, 
Mr. Brucker, and I have seen delegations, from time to time, from 
Philadelphia. I have listened to more of them than he has time to. 
I want to assure all interested parties that we are most sympathetic, 
certainly I am, to the city of Philadelphia, which is our fourth largest 
city. It manufactures nearly everything. It ships enormous supplies 
both in time of peace and war out of that city of brotherly love and 
sisterly affection that I have found on occasion. It is a great city. 
It is one of the vital links in our national defense. 

I would prefer to see the city have these piers than to declare it 
surplus and turn it over to GSA and have it perhaps go to someone 


else. 
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Feeling that way about it, the Army worked out, with the valuable 
assistance of Mr. Pearl in the Army engineers and particularly my 
friend, Sherry Meyers, who deals with us ever y day. We worked out 
a very simple little bill of one page in which we would make sure if it 
meets the approval of Congress—let me say this. You boys hold the 
whip hand here; you make the final determination. You could sell 
these piers for $5 million, $2 million, you could give them away if you 
want to do it to the city of Philadelphia. We are not here telling 
you what you must do. That is your constitutional prerogative. 
But we are in the executive branch over there and these piers are 
owned by the taxpayers. I helped pay for them as each of you did. 

Mr. Duruam. There is one proviso. There is a veto. 

Mr. Suorr. That isright. Nobody will give them away, regardless 
of who is in the White House or who sits in the Pentagon. Congress 
has that constitutional power and authority. W henever you take 
that action the monkey is on your back and not ours. You have the 
authority and the responsibility. We worked out this simple bill. 
The Secretary is not only authorized but he is directed to convey 
before the Ist of January 1960, by quitclaim deed to the city of 
Philadelphia all right, title and interest of the United States in and to 
the facilities of the United States in Philadelphia known as the 
Philadelphia Army Supply Base, consisting of these 53 acres, et 
cetera, describing it. The conveyance herein authorized shall be 
made for the sum of $4.5 million, the appraised fair market value of 
the property, to be paid by the city of Philadelphia. It shall be made 
upon such other terms and conditions as the Secretary of the Army 
determines to be in the public interest. 

We had no figure in our original draft of this. Mr. Meyers left it 
blank. It was simply to be disposed of at the fair market value of 
the property and to be paid for by the city of Philadelphia under such 
terms and over such period of time as the Secretary of the Army 
determines is best in the public interest. 

Mr. Duruam. As I understand, if the figures are struck out you 
have no objection, 

Mr. Suorr. We do not care whether you leave the figure in or take 
it out. The reason we included it is because of a peculiar type or 
form of charter they say they have in Philadelphia and some of the 
representatives from the city said they almost had to have some figure 
in order to budget. 

Mr. Duruam. The Army is standing firm on the legislation as 
drafted? 

Mr. Suort. Yes, that is the position of the Secretary; or we will 
strike the figure out of $4.5 million, just fair market value, so that the 
representatives of the city of Philadelphia could have an appraiser, 
I am sure the Secretary would not object to that, the Secretary can 
have an appraiser, our Own appraisers, the engineers, or get an inde- 
pendent appraiser and have 3 or 4. ‘I am sure Sec retary Brucker 
would be sympathetic and reasonable and perhaps give the city a 
considerable period of time in which to amortize this thing or to pay 
off the obligation. Whether it is a little above $4.5 million or under 
that, it is whatever they arrive at as the fair market value. If you 
had the money to pay for it and are w illing, it would be yours; if you 
do not have the money and think the price is excessive, you would 
not have to buy. 





| 
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Mr. Becker. Do I understand the phrase is acceptable to you 
that the city of Philadelphia shall pay the United States the fair market 
value of the property as such is determined by the Secretary of the 
Army? 

Mr. Suorr. Yes. 

Mr. Becker. That phrase would be acceptable to you? 

Mr. Sort. Yes. 

Mr. Becker. That is all. 

Mr. Duruam. Are there further questions? 

Mr. Ke_Lener. You referred to the fact that the draft that you 
are looking at there has, ‘The Secretary of the Army has authorized 
and directed.” I thought I had a correct copy. I do not have 
“‘and directed”’ in my draft. 

Mr. Snort. If it is in there, that should be stricken. No, it is not 
in this. I thank you very much for calling that to my attention. 

Mr. Keener. I thought I might have a different version. 

Mr. SHort. No, it was not. I have it mixed up with another. 

Mr. Price. Do you have in front of you a suggested substitute 
bill drawn by our counsel? 

Mr. SHort. Yes. 

Mr. Price. Would you look at section 2 and see if you could—— 

Mr. SuHort. Section 2, I will say to my good friend from Illinois, 
gives the Secretary great powers, pretty broad blanket authority: 

The city of Philadelphia shall pay to the United States fair market value of the 
property as such is determined by the Secretary of the Army. 

Mr. Becker. That is only one part of the section. 

Mr. Price. I was referring particularly to the conditions first that 
the property shall be used in perpetuity as a marine terminal for cargo 
and passenger operation and shall be maintained in all respects for 
such use by the city of Philadelphia. Also that the city shall pay the 
fair market value. Then another provision—— 

Mr. Sort. You have a restriction in here and we want to get out 
of the business. We want to sever all ties. 

Mr. Price. The Department of the Army would oppose any bill 
that carries a restriction? 

Mr. Suort. I am afraid the Secretary perhaps would not accept 
the language in a bill as written in this modified version although I 
think in arriving at a fair market value in negotiation he certainly 
would consider that angle and aspect of it. 1 think any reasonable 
man would have to. 

Mr. Price. Let me ask counsel a question. 

The third provision requiring the city to put $1 million into deferred 
maintenance and improvement as directed by the Secretary of the 
Army—would that be in addition to a fair market value? 

Mr. Keviener. Yes, sir. 

Mr. Price. In other words, if the city would be able to obtain 
conveyance of this property at a cost of $1,800,000 actually they 
would be paying $2,800,000? 

Mr. Ke.iener. They would be paying the fair market value as 
determined by the Secretary of the Army and then in addition to that 
they would have to expend $1,800,000 on deferred maintenance. 

Mr. Price. In the original bill approved by the Army there is no 
provision in there making mandatory any expenditure for deferred 
maintenance 
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Mr. Suorr. That is the point. I will say really this places an 
additional burden upon the city of Philadelphia, your modified 
language. 

Mr. Price. It should make it a more palatable deal for the Depart- 
ment of the Army because it brings them closer. 

Mr. Snort. It requires us to police. The Secretary would have 
the right to make periodic inspections of the property. We want to 
get out of the business. 

Mr. Price. The reason for that is this—— 

Mr. Lankrorp. It gives you the right. 

Mr. Price. The reason is this: We approach this on the basis of 
its importance to national defense in the future. 

Mr. SHort. Maritime terminal. 

Mr. Duruam. They turned it down? 

Mr. Suort. Yes. 

Mr. Duruam. They turned it down when you submitted it to the 
Navy? 

Mr. Suorr. Yes, sir. The sister service turned it down and the 
Army wants to get rid of it. If the city of Philadelphia wants it at all, 
I think they should accept the draft that we sent down, get together, 
and try to negotiate with the Secretary and arrive at a fair market 
value. Then, it is yours to use absolutely in any manner you like. 

Otherwise, I think they are not going to let this drag interminably. 
They could continue to lease and get a pretty good return, but we 
want to get out of the real estate business. 

Mr. Duruam. With the Army, unless some action is taken? 

Mr. Snort. Unless some action jis taken, we are going to declare it 
surplus, turn it over to GSA and then only God knows, capable as He 
is and in His infinite wisdom what will happen to it. 

Mr. Bray. This matter might have been gone into earlier, but I 
was delayed in getting to the meeting. 

Anyway, I, for one, would hate to see General Services take that and 
dispose of that without any regard to its use and need as a port. 
After all, they could dispose of it and put a wrecking crew on it, or 
anything else in there. That would be very undesirable. 

Mr. Suort. I agree with the gentleman. 

Mr. Bray. I wonder if thought has been given—if it has already 
been testified to today, tell me so and there will be no further question- 
ing—to leasing this at a rather nominal lease figure for a long period 
of time with the stipulation, whether it is $2 million or whatever is 
necessary, that repairs be made and it be kept up as a port? 

Then, if at any time the city of Philadelphia decided not to keep it as 
a port, it would revert back to the service and be disposed of. 

Then you want to have nothing to do witb the operation. 

I do not want to shatter the title of the Army. 

Mr. Snort. I will say to the gentleman that that gave me a lot of 
concern and naturally it would, sitting here, but it is contrary to the 
policy that has been adopted. We do not lease excess property. We 
want to get rid of it and get it off of our hands. It is better for every- 
body, the Federal Government, the taxpayer generally, private in- 
dustry, the city, or the municipality. 

Mr. Duruam. The position that you take on the substitute draft 
that is before you this morning is not in accordance with the Army’s 
views? 
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Mr. Suort. I think that I would have to say that is right. 

Mr. Cunnincuaq. I have a question, Mr. Chairman. 

Mr. Suort. I wonder if the Secretary of the Army would have any 
objection to leaving in paragraph 1 of this, to the effect that, ‘it 
shall be used for perpetuity as a marine terminal as long as the Gov- 
ernment has anything to do with it’’? 

If they want to leave that in there, that would be a very fine gesture 
and it would let it be sold for the fair market value and then you 
could cut out everything else. That is, the right of inspection or 
anything and probably it would be used for the same purpose anyway, 
whether that is in there or not. If, in the future, they wanted to get 
rid of that, they could quitclaim that right. 

Mr. Suort. Yes, that is true, except that if you write it into legis- 
lation, it might affect the fair market value. It could be argued. 

Mr. CunnineHAM. You could have an appraisal of that without 
that consideration. The fair market value could be what you sold 
it for on the open market. That would be a fair market value. 
Certainly, appraisers would not look into a deed not yet in existence. 
They are going to look at it now and not later. 

Mr. Ke.iener. Actually, the appraiser did exactly that. He said 
in his appraisal that the value of this property is $4.5 million, but if 
it had to be maintained for over 10 years as a maritime terminal, then 
it would go down 40 to 60 percent in value. 

Mr. SHorr. Whenever you include the restriction, it brings down 
the fair market value. 

Mr. Cunnincuam. I was interpreting the fair market value to be 
without that restriction. 

Mr. SHort. No, I do not think the Secretary would buy that. Of 
course, he has not seen, in fairness to Secretary Brucker, this draft. 

Mr. Becker. Mr. Secretary, in testimony the other day by Phila- 
delphia Piers and others, I think, justifiably so, the question of mainte- 
nance here is something that they would be assuming and the very 
fact that they have now taken over the piers and are now maintaining 
them and rehabilitating them, would certainly seem to me that taking 
these over by whatever method could be worked out, would mean that 
they would also maintain these piers because that is what they want 
todo. They need them. 

I think the suggestion by Mr. Cunningham that you cut out some 
of these other restrictions, sell it 2 the city of Philadelphia in accord- 
ance with the first part of this bill at a fair market value arrived at by 
the Secretary, that would be satisfactory. I do not see the need of 
going into these other details and spending a lot of time trying to work 
out the details here. 

Mr. Suorv. That is precisely our position. 

Mr. Becker. Why do we not draw the bill in a way to cut out the 
other sections, as Mr. Cunningham suggested, and let it go? 

Mr. Duruam. Go into executive session? 

Mr. Bray. Mr. Chairman, there is one observation I would like 
to make regarding Mr. Becker’s statement. 

Let us assume there would be a great value to a business entirely 
unrelated to shipping, a matter that would be very detrimental or 
obnoxious to the city. 

Mr. Suort. They could use it for storehouses, for instance. 





8213 


Mr. Bray. Let us say detrimental. You must always assume that, 
very detrimental to the city of Philadelphia. 

Let us say that the figure is $8 million, far beyond what they would 
be able to pay. I still believe we owe a certain respect and considera- 
tion to the people of Philadelphia and yet I certainly want our Govern- 
ment to get all that it can for it, but that is the reason it might be 
pretty important to have this left in there, because I do believe that 
everyone on the committee and everyone in Congress would want it 
to be used for that purpose. As long as you put that in there, it does 
determine and it might adversely affect the value for some specifie 
purpose. 

I do not see any reason why Congress—— 

Mr. Suorrt. I get the gentleman’s point. Of course, if we declare 
it excess and turn it over to the GSA, you run that risk and danger. 
The good part of it is that this bill deals only with the city of Phila- 
delphia. We are making certain that the city gets its price. 

Mr. Bray. This makes certain that the city gets it. 

Mr. Snort. They can do anything they want to with it. 

Mr. Bray. I believe we should try te—— 

Mr. SHort. They are going to use it as a maritime terminal. 

Mr. Bray. Let us say that someone wants to buy it and use it for 
something entirely disassociated with that. 

Mr. Suort. That is the reason, if you pass this bill, you give the 
city preference because you are—— 

Mr. Bray. I believe they should have preference. I think they 
should have some preference in the matter. 

Mr. Suort. So do I. 

Mr. CunnincuHam. This is not going to be used for anything detri- 
mental to the city of Philadelphia. They have zoning ordinances and 
they can take care of that themselves. 

Mr. SHorr. Let them live their own lives and run their own busi- 
ness. 

Mr. Price. They could not very well take care of the use of the 
warehouse, if it were used for that, rather than as a pier. They have 
already other warehouses and they are not going to control that by 
zoning. They could direct that a block or two—— 

Mr. Suorr. I have no fear of what the city of Philadelphia would 
do if they had it. 

Mr. Duruam. Any further questions? 

Thank you, Mr. Secretary. 

Mr. Snort. I thank you and the other gentlemen, Mr. Chairman. 
I am glad that you are going to adjourn. shortly. I do not know 
whether you will get through within the next week or not, but I hope 
that all of you have a nice vacation and I wish you great success this 
November. 

Mr. Duruam. Thank you. 

The next witness is Mr. Herd. 

Mr. Herd, you made an appraisal of this property. 

Will you give the committee some of your background and qualifi- 
cations? 
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STATEMENT OF JOHN J. HERD, PHILADELPHIA, PA. 


Mr. Herp. My name is John J. Herd. 

Mr. Chairman, I think it might be well first to clarify 1 or 2 points 
as to my appearance here. 

First, I am not here as a professional on retainer but as a citizen 
of the city of Philadelphia, who received a call in the last few days 
to see whether or not any modest experience that we may have had 
in the past might be of some benefit to the discussion of the matter 
at hand. 

Mr. Duruam. Carrying on the patriotism of the great city? 

Mr. Herp. I feel very keenly about this and what effect it might 
have on the economy of the entire city as well as many of the col- 
lateral things that are going to be maintained in promoting the 
future development of Philadelphia and its port. 

As far as my background is concerned, I am executive vice president 
of the Alfred M. Green Co., Inc., in Philadelphia, and associated with 
that firm for something between 25 and 30 years. 

Our principal activities are as realtors, specializing predominantly 
in the commercial and industrial fields. Our sphere of activity ex- 
tends primarily within the metropolitan Philadelphia area, but in 
the industrial and fields similar to that under discussion all east of 
the Mississippi River, and up and down the eastern seaboard. 

Insofar as the subject matter at hand is concerned, I have been 
maintaining a very passive but very interested viewpoint as to what 
might happen down here at piers 96, 98, and 100. I have more 
than a professional interest in this, for whatever it may be worth, and 
during the period 1942-45, during the late war, I was a reservist 
with the United States Coast Guard. I was one of the executive 
officers who happened to spend a great deal of time right on this pier 
at a time when it was an Army port of embarkation, and at a time 
when we shipped from those piers in that installation everything 
from high explosives previously loaded, down to Tug Island and 
brought those things up as cargo, as well as untold amounts of high- 
octane gasoline going overseas, tanks, guns, and everything that you 
could possibly imagine at that time. Frankly, gentlemen, the situa- 
tion was uncomfortable in 1942-43. 

I give you that as background so that any relationship with this 
situation, you can see, is just a little bit more than a professional 
realtor one. 

Now, as to the matter of appraising, I belong to a school which 
believes that any piece of real estate has more than one value. Val- 
uation of any piece of real estate, or any parcel of property is directly 
related to the use to which it is put. Land on which corn is grown 
is worth to the farmer that which it will produce in the growing of 
corn. When I take that same land and convert it to the construction 
of residential units, that same land changes materially in its value. 

As I go on up the line to the concentrated density of use of a central 
city office building, we have again another situation. 

We also have in the way of approach to valuation the question of 
intent. My normal pursuit and my livelihood is to buy for, trade for, 
and sell for, people, whether they be utilities or private owners back 
in Philadelphia. 

We are expected to have a general knowledge of what people will 
pay, not a hypothetical or a technical knowledge, but how we may 
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convert real estate into cash or cash into real estate in a fashion which 
will be equitable to all principles of the transaction. 

That is one type of valuation and even there you usually find three 
valuations: that which the owner thinks it is worth, what the seller 
thinks it is worth, and what we think, as negotiators, it is worth. 

Going beyond that, then, you have another situation in which you 
might be w illing to lend money with real estate as a security, such as in 
the mortgage business. 

[ put on my other hat when sitting, as I do, as a member of the 
board of two mortgage companies back home. 

I have to look into the situation in which I am not interested so 
much in the immediate valuation, nor the utilization of a parcel of 
real estate as today, but what is it going to mean over 5, 10, or 20 
years, or over the period of the loan then under discussion. 

You immediately then have two situations. First, you have the 
worth of the real estate which I think is most pertinent to the situation 
in hand. What is the real estate worth from the standpoint of its 
ability to produce an economic return on an investment? That, to me, 
is the great thing to be considered here, but for the moment I will 
diverge and say that there is one additional valuation that may ex- 
plain—when I come to a differential or a difference with your present 
appraisal—that an appraisal for insurance purposes is entirely and far 
different than an appraisal or valuation for sale or borrowing, because 
in insurance you are only interested with the technique of replac ement 
less only depreciation and such offsets as may be in the individual 
situation. 

As to the present piers, pier 98 and so on, so far as I am concerned, 
they are quite vital to the future development of the port of Phila- 
delphia. At the moment, we have ample facilities up there, in my 
humble judgment, but I think that we are far seeing enough, or trying 
to be, that the future of that port is wide open and its possibilities for 
development and expansion are wide open. It can only be done by a 
great contribution on the part of the city itself bearing a lot of the 
expense of the development period, which means the individual 
citizens and taxpayers of that community. 

In order to take on a situation such as we have here now, I, therefore, 
can only look at one thing: the ability of this particular maritime 
facility to support itself on an economic level for quite some time, 
gentlemen. 

[ believe with all sincerity that our friends of the Army would get 
from that facility as much as the traffic will bear from tenants operat- 
ing it, as they have for a number of years now, as a maritime facility. 

“May I point out that it is one of the piers down there with 1,500 feet 
in extent, which is unusually large, and there is another with 1,200 feet, 
and another with approximately 1,000. With those advantages, the 
maximum rental brought to my attention has been $200,000 per year. 

Gentlemen, that is on a tax-free base, not under private ownership 
where it might be subject to a very heavy tax debt. 

On the basis of $200,000 on a pier, | might add further that the only 
difference between a pier and any other industrial building primarily 
is not in the cost of the superstructure, that which you see at grade or 
at street level, but the additional costs of your substructure or what 
is required to be built into, upon, and over the water. You have your 
piling, cross-membering—whether it be in wood, brick, or whether 
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it be in iron or concrete, in part of which these piers are built—that is 
the only reason that you are going into that added expense. When 
you convert that operation back into a lease matter, your ownership 
is going to produce it for berthing fees for vessels, and then the only 
thing anybody is justified in paying is what it will earn on the capital 
that is being discussed as the possible value. 

Piers are subject to a great interruption of income. They are 
dependent upon the number of vessels, number of bottoms, and the 
tonnage flowing into that, or any given port, whether Philadelphia 
or any other in the country. If the vessels do not come in, you have 
lost time and you cannot recover it. It is not like a manufacturing 
company which can put on three shifts if they need them to make up 
for a falling off when they are lying idle. 

When you bring ships in, you are using it and selling time, time at 
which they are berthed. 

Every minute those berthing spaces remain vacant is irrevocably 
lost. For instance, yesterday there was 1 ship berthed at a facility 
which can accommodate 12. 

Yet during the period that I mentioned before, 1942-45, this facility 
not only berthed 12 ships but I have seen it turn 16 in a day on an 
in-and-out. basis. 

If we cannot support a higher income than $200,000 without a tax 
problem to worry about; how can we then capitalize its economic 
worth? Admitting, if we may for the purpose here, some of the 
hazards of loss of income, I cannot see how any private capital—I put 
the city of Philadelphia’s funds in the same category for the purpose 
of this hearing, gentlemen—would be justified in going there and 
contemplating anything less than a 12-percent return on an investment. 

It should be higher. I do not see how you can go lower. 

When you get into a situation like that, I have come to the firm 
conclusion, and it is my considered opinion, that the worth of the 
pier facilities themselves would be somewhere in the neighborhood of 
$1.3 million to $1.350 million, with en additional consideration for 
the 25 acres of land not directly connected with the pier excepting 
by tunnel. 

That is the 25 acres at the westerly side of Delaware Avenue at 
the corner of Oregon Avenue and that represents probably another 
$300,000 or $450,000 of value. 

I give you that spread on the value of that because I am quite satis- 
fied it is filled land and the development of that would require the use 
of piling. 

That means an added cost to the construction and inversely affects 
the worth of the land, so you come out on the value of this somewhere 
$1.5 million and $1.8 million for the whole package. 1 think the city 
of Philadelphia would be justified in paying for the protection of the 
port and the city and as a protection, if I may say so, for anything 
which might interfere with the situation I have described. I cannot 
understand anyone feeling that that facility would not be important 
in the event of a future emergency. With that emergency coming up, 
the preservation of its availability i in the event—Heaven help us, and 
I hope we do not have another one—that maritime facility will be 
there if we need it 10, 20, or 30 years from now. 

That, gentlemen, in my opinion, is the situation and I would be 
very glad to go into any questions. 





8217 


Mr. Duruam. Thank you very much. You made a very fine state- 
ment and we will think it over carefully. 

Mr. Pricer. I would like to ask one question. 

You are familiar with the figures of $4.25 million? 

Mr. Herp. That is right. 

Mr. Price. Mr. Herd, in your experience for this particular piece 
of property, could you give us some reasoning as to how you might 
arrive at appraising it for that value? 

Mr. Herp. I hate to go into the position of trying to partition the 
work of a contemporary, but I will try to justify it in all fairness. 

Mr. Price. It is necessary for us to have some idea of the difference 
in these figures. 

Mr. Herp. I make that statement because I do not want to de- 
liberately try to tear down somebody else’s opinion. He is just as 
entitled to his opinion as I am to mine. 

Mr. Price. [ thought you might want to make that statement. 

Mr. Herp. I could. say this: Yes, you can do this, but on a slightly 
different approach. That is why I mention these elements of value. 
If I were approaching this from an insurance standpoint, I do not 
think that I could set an insurance value as low as this. 

In the event of fire, you might or might not have to replace it, but 
you would have a different set of factg. 

Let us go back to the original cost of 12 to 13 million dollars, what- 
ever it might be, and I can present the academic theory of X years, 
or 30, 31, or 32 years of depreciation. Then, I can apply 1 or 2 other 
formulas and I can take my minimum depreciation of 1 percent a 
year or I can take the maximum, but I believe the allowable figure 
by law is 3 percent a year, or I can come in between the two, and, based 
upon my own judgment, take my depreciation. Then I w ould come 
out probably with somewhere around $4 million or $4.5 million. 

That is why I say the approach to this thing and the intent and 
the objective of the valuation is very important, gentlemen. 

If you were trying to get something academically set up and if you 
were sitting on a corporation and wanted to set these up as a book 
value in order to establish a depreciation base, then you would prob- 
ably use the approach here. We are talking about an exchange of 
dollars and we are talking about a facility here which has to earn and 
pay its way. 

In my judgment the city of Philadelphia would not be justified in 
taking it on forever and a day and making a contribution on a deficit 
basis to maintain this for the general welfare. not only of the city but 
perhaps of the Federal Government. I do not think they should get 
into that position and in my personal feeling I would be opposed to ii. 

As a maritime facility from the standpoint of need of berthing for 
ships, I have reservations that they need it. We are talking about 
the future and the preservation of something that cannot be replaced, 
a natural advantage. It is there and I would like to keep it there, 
We have more warehouses than we need in Philadelphia. 

Mr. Pricer. What is the present warehouse situation? 

Mr. Herp. At the present time we have more than a million square 
feet and in one account you have the Merchants Warehouse, the 
Bainbridge Stores, Franklin Stores, Kennelworth Stores, Traders’ 
Warehouse, and | say to you gentlemen, if the Federal Government 
came into Philadelphia right now and needed a million square feet of 
warehouse and load-bearing capacity, I could furnish it. 
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There is that whole great change in the distribution of products 
today. Today your warehousing is done at the point of manufacture 
and origination as opposed to the time these warehouses were built 
when manufacturers shipped in here and we distributed from the 
central point, whether it be Philadelphia, Baltimore, or New York. 
That has all changed. 

Mr. Keviener. Mr. Herd, [ understood your testimony to be that 
these piers are worth between $1.5 million and $1.8 million to the 
city of Philadelphia? 

Mr. Herp. No, I say to anyone who has looked—— 

Mr. Keuuener. For any use? 

Mr. Herp. From the standpoint of economic return as a maritime 
facility. 

Mr. Kevuener. As a maritime facility? 

Mr. Herp. That is right. 

Mr. Keuueuer. If this were placed on the open market and could 
be used for any purpose whatsoever, then your $1.5 million to $1.8 
million would not necessarily be a valid figure? 

Mr. Herp. As a matter of fact, it would not necessarily hold, but 
it might go for less. 

Mr. Kevieser. And it might go for more. 

Mr. Herp. Depending upongsuch use as is consistent with the 
zoning regulations and waterfront controls of the city of Philadelphia. 
We have to bear that in mind. It would then go over into private 
capacity which would then be subject to our local ordinances. 

There are some violations down there right now because the 
physical condition of those piers is abominable. ‘There is not a fire 
door in the whole pier working. They are all bashed up from the 
trucks hitting them overhead. There is not a cargo vent working 
and you have water flooding the second and third floors of pier 98 
and buildings 1 or 2. I do not think that more than 20 percent of 
the elevators are working and yesterday they were in the midst of 
repairing, trying to do something to keep them going. 

The elevators for modern- -day handling of bulk cargo are inadequate. 

Mr. Price. I do not see why the city wants it. 

Mr. Herp. Only one condition and reason. The whole thing is 
that the money has to be spent and frankly, Mr. Kelleher, that is a 
very important thing with me. It is not only the original cost but 

lus what it is going to need to correct the things that I mentioned. 
That i is going to cost more than the original purchase price. You 
have to take the end result. You do not get a darn cent more to 
berth a ship at that pier right as it is now than you would when you 
fix up the elevators. Your income does not change in accordance with 
that additional investment. 

All you are trying to do is to attract and keep that tonnage flowing 
in so it does not go to some of your competitor ports. That I am in 
favor of. 

Mr. Green. Mr. Chairman, I want to thank Mr. Herd for his 
testimony today and | want to say this: You are one of the best 
witnesses that I have ever seen or heard before this committee and I 
believe you have explained this thing in the simplest terms so that 
everybody ean understand it. 

Mr. Herp. Thank you. 
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Mr. Byrne. Mr. Chairman, I would like to associate myself with 
the remarks of Mr. Green. 

Mr. Herp. It has been a privilege to be here. 

Mr. Durnam. The committee will stand adjourned subject to a 
meeting on Monday which will be worked out with the counsel. 





House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuscoMMITTEE No. 3, 
Washington, D. C., Monday, August 11, 1958. 

The subcommittee met, at 10 a. m., in room 313—A, Old House 
Office Building, the Honorable Carl T. Durham (chairman of the sub- 
committee) presiding. 

Mr. Duruam. The subcommittee will come to order to give further 
consideration to H. R. 12640, a bill which would authorize the sale of 
certain Army piers in the city of Philadelphia to the city of Phila- 
delphia. 

(Discussion off the record.) 

Mr. Duruam. Let the record show that a quorum being present, 
the subcommittee accepted a variation of the Army version of the bill, 
and the bill will provide that the property must be used in perpetuity 
as a marine terminal and cargo and passenger operation and that the 
city of Philadelphia shall pay fair market value to the United States 
for the property. 

The last requirement of the bill is that the deed of conveyance shall 
contain such other terms and conditions as the Secretary of the Army 
determines to be in the public interest. 

There being no objection the bill is reported in the manner just 
described. 

(Thereupon, the subcommittee adjourned.) 
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